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... the most potent word of all when selecting the media for your 
company’s advertising. Its frequent use will uncover the right 


answer. 


Reaching deep into the basic interest of Business Management, 
THe Macazine oF WALL STREET performs an invaluable service 


for the advertising of your own company. 


It selects from the 128 million of the country’s population that 
important group of men who are directly concerned with the 
inter-dependence of finance to business—the Managerial execu- 


tives of leading corporations. 


These men—the Presidents, Vice Presidents, Officers—are those 
whose assent must be obtained before your salesman can receive 
an order from their company. They are men whose single word 
will confirm or nullify the sales effort of months spent on sub- 


ordinates. They are the men who have the final OK. 


There is one sure way to sell these men the merits of your product 
or service in advance. Advertise in the one magazine they read 
from cover to cover—the magazine whose editorial content pro- 
\ vides the perfect background and state of mind for most favorable 


reception of your advertising. 
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SPS 

















FACTUAL S; THE MAGAZINE OF WALL STREE~ 
AND Seventeenth Annual 
INTERPRETIVE ree 


Among the important features 
included are: 


MARKETS ... 


Analysis of the Stock Market for 1938 
with 1939 Outlook by the Industrial 
and Security Experts of The Maga- 
zine of Wall Street. 


—Comparison of earnings of all lead- 
ing companies for several years 
past,—and indicated trend. 

—New Security Flotations in 1938. 
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A Year Book of Financial, 
Industrial, Security and 
Economic Facts 


To give you immediately the 
status of the various industries 
and the situation of each indivi- 
dual company as well as an 
analysis of the economic and 
business outlook. 
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What’s Ahead for 
the Stock Market? 


In this important phase you must 
keep abreast of the many far- 
reaching developments in the 
spheres of business, foreign af- 
fairs, economics, politics—and in- 
vestments. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 
horizon —..to interpret their 
course to the thousands of busi- 
ness executives and investors who 
are its readers. 


By regularly reading The Maga- 
zine of Wall Street you can attain 
a clear picture of the develop- 
ments bearing on business and 
securities markets, days and some- 
times weeks before the informa- 
tion is available through the 
usual channels. 


You will be always posted on 
your present investments and on 
new opportunities. Timely, in- 
teresting features will keep you 
abreast of developments bearing 
on your business future. 


Be sure of receiving the coming 
issues promptly during the im- 
portant months ahead. Every 
issue will contain timely infor- 
mation of real money-value to 
you. 


Mail this coupon—Now! 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with your next issue. 


if you would like to have this special 
offer cover a 6 months ... 13 issue sub- 
scription, check here and enclose $3.00 
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We ake occasionally asked why 
The Business Analyst in the back 
part of the magazine does not in- 
clude such and such an index or 
price. It is surprising how often we 
are given the pleasure of replying 
that the suggested figures are already 
there, used regularly by those who 
realize their presence. The problem 
of selection is so great, since only a 
fraction of all significant statistics 
can be included, that we might be 
excused for sometimes overlooking a 
useful indicator. Yet experience has 
shown that the oversight is more 
likely to be in the opposite quarter— 
the very quantity of material tend- 
ing to discourage the reader-in-a- 
hurry from locating the information 
he wants and needs. 


Unit of Output” given on the same 
chart which shows prices of finished 
products and raw materials. Until 
very recently this Labor Cost was 
more or less guesswork, although it 
is probably the most important fac- 
tor in determining whether good 
volume in business is going to re- 
sult in good earnings. The index is 
formed by dividing the Department 
of Labor’s Index of Factory Pay- 
rolls by the Federal Reserve Board’s 
Index of Manufacturing Production, 
both with a base of 1923-1925 equal 
100, both unadjusted. The method 
is theoretical, but the resulting index 
gives the clue to the very practical 
question of profits, which mean divi- 
dends, which mean, in the long run, 
stock prices. 





Analyst appear the figures computed 
by the National Industrial Confer- 
ence Board on the inventory situa- 
tion. Except for estimates and scat 
tered Government compilations, this 
has been a serious blindspot balking 
the effort to appraise the near-term: 
business prospects. Now, with data 
compiled from trade associations 
and from individual manufacturers 
on the month-to-month size of their 
inventories, a dangerously over- 
bought position will be visible as it 
occurs. 

If you have never acquired the 
habit of using the new tools avail- 
able for following business and 
market conditions, now is the time 
to begin. It is continuous familiarity 
with such indicators that makes for 





Perhaps you have never noticed Another example. Near the top correct interpretation and sound 
the line called “Labor Cost Per of the second page of The Business decisions. 
x &k * x * * 
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Courtesy U. S. Navy Recruiting Bureau 


A large portion of the United States fleet which has 
been assembling in New York waters for the open- 


ing of the World's Fair is now on its way to the Pacific. 
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The Trend of Events 


BARTERING RAW MATERIALS .... Although the re- 
ciprocal trade program so patiently nursed by Secretary 
of State Hull is sound in principle, under present dis- 
turbed world conditions there can be no valid objection 
to the proposed barter of 2,000,000 bales of Govern- 
ment-owned cotton and 100,000,000 bushels of Govern- 
ment-owned wheat for reserve supplies of rubber and tin. 

The plan presents some practical problems, however, 
both from our point of view and even more so from the 
point of view of the British, Dutch and Belgian interests 
which would supply the rubber and tin. At both ends 
of the deal the materials should be impounded as war 
reserves under safeguards to prevent disruption of nor- 
mal trade channels so far as possible. Senator Byrnes, 
sponsor of the idea, proposes that the supplies be im- 
pounded for five years unless market prices rise above 
specified levels in the interim. It would be wiser to pro- 
vide for their release only in event of war, since the 
purpose is to set up war reserves and since prices con- 
ceivably could rise for reasons other than war. 

There is no use blinking the fact that we have more 
to gain from this plan than the countries which dominate 
rubber and tin production. We have tremendously bur- 
densome stocks of cotton and wheat in Government 
hands. There are no similarly excessive stocks of rubber 
and tin over-hanging the world markets, for cartel con- 
trol of the output of these materials in recent years has 
been notably successful. It takes two to make a deal. 


In this case the other side may insist on terms and con- 
ditions that Senator Byrnes has not contemplated. Yet 
the basic economic fact is that they need cotton and 
wheat and we need rubber and tin. Why not swap on 
fair terms? 


REPEAL CAPITAL GAINS TAX... . One unfortunate 
result of Washington’s increasing preoccupation with 
foreign affairs is to divert official and public attention 
from remedial legislation of urgent domestic importance. 
We have had the major problem of inducing a privately- 
financed recovery before us for six years. Whatever 
happens in Europe we will still have it with us. The 
longer the delay in the transition from dependence on 
Federal pump-priming to dependence on private capi- 
talist investment, the greater will our basic difficulties 
become. We cannot be stronger abroad than we are at 
home. The vast expansion of our Federal debt and the 
huge continued pool of unemployment are not enviable 
examples of democracy at work. 

While there is no single magic key that would unlock 
private long term investment, the most simple and po- 
tent remedy lies in the field of tax policy. Obviously, 
the tax on the possible fruits of an investment or a 
speculation largely determines whether the risk is worth 
taking. As a recovery stimulant, the wisest and most 
effective thing the Government (Please turn to page 48) 
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BY CHARLES BENEDICT 


WE ARE AT WAR 


; are too many people who do not recognize that 
we have been involved in war for some time. To be sure, 
it is a new type of warfare that the dictatorships are 
waging against us. It is not a war fought by soldiers in 
the battlefield—but a war nevertheless, waged to destroy 
us by undermining our markets, tearing down our price 
structure, dislocating our economic machinery, and 
through fear and uncertainty so to demoralize our civil 
population as to slow down business and destroy morale. 

The swift, unexpected shocks which climaxed a series 
of events and rumors of troop and naval movements 
have been deliberately planned. They have taken their 
toll in our markets, as we all know from recent experi- 
ence. They have brought on waves of selling augmented 
always by distressed offerings from abroad, while the 
uncertainty as to the future has created suspense and 
slowed down our business machinery. 

This diabolical method of attack has been worked with 
such success since the Nazis took Austria that the Euro- 


pean markets are being virtually closed to us. We will 
be obliged to put up a strenuous battle for trade in 
South America. Where formerly we had to meet con- 
certed action from the Rome-Berlin-Tokio axis, Franco’s 
victory in Spain adds another enemy. Already Puerto 
Rico and the Philippines are being deluged with propa- 
ganda, and Nazi agents are working to prepare the 
ground for demands that they be returned to their 
“Mother” Spain. 

That is how close the European situation is to us today. 

The recent admirable effort of our President clears the 
air as far as the German and Italian nationals are con- 
cerned. It calls the attention of every nation to their 
enemies, and places any war blame where it belongs, if 
a clash of arms should ultimately result. It also subtly 
suggests to Mussolini that he can, without the risk of 
having the Nazis on his frontiers, and without conflict, 
secure his essential raw materials as well as room for 
expansion of the growing population—which are the 
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in In no position to wage a long war— which 
n- would necessarily be the outcome of a European 
)’s conflagration in which all the important nations 
to were involved — the Nazis still could have been 
a- stopped at Czechoslovakia. Munich gave Ger- 
1e many forty Czech divisions of some of the finest 
ir troops and outstanding artillery men in Europe. 
It gave her the famous Skoda munition works 
y. and further bolstered her strength with more 
1e aircraft and strategic materials. To this great 
n- gain must be added also the important advan- 
ir tage which enables Hitler to release an equal 
if number of German divisions for military duty 
ly elsewhere. The Nazis will need only to resort to 
of policing her new territory to hold it in line. 
t, As far as England is concerned, what started 
or out to be merely a “laissez-faire” policy became 
1e a political and territorial disaster of first impor- 





things for which the Italians are presumably 
fighting. 

President Roosevelt knows that the cry for 
raw materials and markets is a subterfuge to 
cover Nazi ambitions of world domination. I 
single out the Nazis because Japan is operating 
only in the Far East (at least at the moment), 
while Mussolini can secure nothing under present 
circumstances except by the grace of Germany. 

As the maps, which were distributed by the 
Nazis after they took over the Sudetenland and 
which are reproduced on this page, indicate, Ger- 
man ambitions are limitless. Their plan of con- 
quest, laid out for years ahead, are maturing 
with a rapidity not believed possible until they 
took Austria, and so secured the key to the com- 
munication and transportation systems for all 
of Europe. 
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tance. After Munich the Nazis were no longer 
in the position of petitioners for British loans. 
They could make demands then—and like all 












SS 





blackmailers, keep on demanding one concession 
after another. 
Chamberlain’s belated change of front with 





Deutfdland, Deutjdland iiber alles! 








the offer of guarantees to various countries does 





not, up to the moment, represent anything really 
tangible. This is evidenced by the currently 
reported deal between the Poles and the Nazis 
over Danzig. The Poles know that Britain can- 
not come to their assistance by land, and by sea 
that portion of the British navy which could be 
spared from the Mediterranean would receive 


The above maps, prepared in Germany for propaganda purposes, give 
a concrete picture of the Rome-Berlin objectives as well as the sched- 
ule of operations. In the dates given over each section Fruhjahr means 
spring and Herbst, autumn. The small maps indicate successive con- 
quests planned in middle and southern Europe, while the ultimate 
reapportionment of the Continent as the dictators hope it will be by 
1948 is shown at the bottom. 

The major conflict leading up to this reapportionment is indicated as 
1941, when by driving both toward the east and west, the axis powers 
plan to overcome and divide all territory from the Atlantic to the Urals, 








strong German opposition enroute to the Baltic. 
In the meantime, Germany has further countered 
the suggestion of British assistance to Poland by con- 
centrating the German navy near the Canary Islands 
and Spain; and the press is full of rumors that an 
attempt will soon be made to bottle up the English fleet 
that is in the Mediterranean. 

At the same time, Mussolini is getting into position 
near the Dardanelles and Japan is menacing French 
Indo-China at Hainan and Singapore from the Spratly 
Islands. 

It is this situation which faced President Roosevelt 
with the certainty that the outbreak of war would in- 
volve the whole world in a general conflagration 
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including the whole of Northern Africa. 


that could destroy modern civilization as we know it. 

Under such circumstances, it seems a wise precaution 
to send our fleet to the Pacific, particularly since neither 
the German nor Italian navy are dangerous to us on the 
Atlantic so long as the fleets of Britain and France are 
on the job. 

Ours is now a situation calling for positive and cour- 
ageous action. We must use the weapons at hand—and 
there are plenty of them. Our trade agreements have 
been worked out as a series of arrangements with other 
countries on a favored nation basis, that is, equal 
advantages for all those who (Please turn to page 50) 
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Whats Ahead for the Market 


Subject to the news from Europe, substantial intermediate 


recovery in stock prices is probable but until foreign 


skies show some clearing caution necessitates an "on the 


fence" policy as regards new stock market commitments. 


BY A. T. MILLER 


as exaggerated pessimism as to the current trend 
of domestic business activity, there is now very little 
room for doubt that European developments constitute 
the predominant stock market influence. From the Ger- 
man grab of Czechoslovakia to the Italian coup in 
Albania waves of selling have regularly coincided with 
disturbing foreign news. The recent substantial techni- 
cal rally began after it became apparent that the Alban- 
ian affair did not mean imminent general war, and the 
rally was extended on President Roosevelt’s remarkable 
peace plea to the heads of the German and Italian 
governments. 

There is no evidence to date of any domestic business 
depression, although the business trend is mildly down- 
ward in reflection of a spirit of caution induced by the 
war threat and although a sharp drop is currently shown 
in those composite business indexes which are greatly 
distorted by the happenstance of the labor dispute which 
has stopped production of bituminous coal since April 1. 

Allowing for only the normal decline in bituminous 
coal output which would have followed the period of 
forward-stocking prior to the mine shut-down — such 
adjustment being valid in the case of a temporary and 
artificial business factor — our per capita business index 
for the week ended April 8 is estimated at 83.5 per cent 
of the 1923-1925 level. This is only 3.6 points under the 
average of December, which month set the recovery 
high, is above the average of February and is about 
equal to the first quarter average. 

‘Moreover, the 83.5 level for business compares with 
85.2 at the comparable period of 1936 and with only 
71.8 for the comparable week of 1935. At the close of 
the week ended April 8 our broad weekly index of stock 
prices was approximately 45 per cent under the com- 
parable 1936 figure, while the adverse difference in the 
per capita business index was less than 2 per cent. On a 
similar comparison with 1935, the stock index was only 
6 per cent higher while the business index was 16 per 
cent higher. 

Admittedly, this is less than 100 per cent evidence that 


8 _j 


Europe is the key to the stock market’s troubles, but 
there is additional confirmatory evidence. Domestic 
machine tool orders in March showed a substantial im- 
provement, despite the fact that the second half of that 
month saw sharp market decline. Even more pertinent, 
retail sales of automobiles—disappointing in the second 
ten days of March—experienced a surprising improve- 
ment in the final ten days of March, and preliminary 
reports for the first ten days of April from companies 
handling about 60 per cent of the business show rela- 
tively hopeful gains. There has certainly been time for 
these figures to reflect the impact of the war scare and 
the stock market decline. 

As a matter of fact, while the expected seasonal im- 
provement did not materialize in the first quarter, the 
actual volume of business since January 1 has main- 
tained a notably even keel, and there has been no impor- 
tant decline in commodity prices. There are no major 
business or financial excesses to be liquidated. Govern- 
ment spending and construction are major supporting 
influences. If a general European war does not break 
out soon, we believe the worst to be expected in the 
second quarter is only modest additional business de- 
cline and any easing of the European war threat would 
make a business rebound possible before the end of 
the quarter. 

By last Saturday both our daily index of 40 industri- 
als and our weekly index of 316 issues had recovered 
approximately 25 per cent of the entire decline from 
the March high to the low of April 8. The present week 
began with a normal quick-turn correction of the sharp 
Saturday spurt. Subject to the European news, further 
technical rally is probable, and even if one believes we 
are in a bear market an intermediate recovery cancelling 
a half to two-thirds of the March-April decline is not 
out of the picture. The February-March rally, in the 
face of the major European crisis which has since devel- 
oped, made up 75 per cent of the January decline. 

As for the theory of a sustained bear market, only 
time can prove the real significance of the trend since 
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the highs of last autumn and we have only three brief 
comments to add to what we have previously said on 
this subject, as follows: 

1. Even Dow theory interpreters might debate 
whether the January low was a more significant level 
than the Munich low of last September. If the latter 
be taken as the crucial level, the rail average did not 
confirm penetration by the industrials. 

2. As far back as the records go, every bull market 
which began with spectacularly fast advance compar- 
able to that of March-July, 1938, invariably ran into a 
deep secondary correction cancelling from 60 to 75 per 
cent of the initial phase of advance. Decline from 
November high to recent lowest close was about 62 per 


cent of the preceding recovery. The decline which ended 
in March of 1933 wiped out about 79 per cent of the 
first phase of the bull market which began in the summer 
of 1932. 

3. More significant, we think, than technical argu- 
ments, a sustained bear movement without any signal 
of credit deflation and without any significant weaken- 
ing of high grade bonds would be a curious anomaly. 

If, as we believe, Europe is the dominant factor, we 
are dealing, of course, with the unpredictable. We do 
not counsel sale of stocks beyond prudent need for liquid- 
ity, but until there is some clearing of the foreign skies 
caution necessitates an “on the fence” attitude in new 
market commitments. —Monday, April 17. 
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BY E. K. T. 


Foreign affairs are taking more of Roosevelt’s atten- 
tion than domestic. He and most of administration are 
intensely angered at aggressor nations and would like 
to help do something to stop them. Congress feels much 
the same though less strongly but is afraid any move 
would lead United States into war and there is universal 
opposition to our participation in a foreign conflict. 


Neutrality act will be amended somewhat, but there 
is a clash of ideas on how. The President may be given 
somewhat more lattitude but not as much power as he 
wants. Meanwhile national defense is being rushed in 
all possible ways. Many businesses will gain by new and 
much larger batch of educational orders. 


War materials barter plan is mainly attempt to reduce 
wheat and cotton surplusses but partly to get supplies of 
strategic materials. Stocks would be held by govern- 
ment as emergency reserves for several years and would 
not be put into trade channels or affect commercial mar- 
kets. Plan supplements bill to pay cash for both foreign 
and domestic materials for war reserves, which will be 
enacted. As outlined plan would not conflict with re- 
ciprocal trade program but political pressure may 
broaden it to dangerous proportions. 


Monopoly probe has taken a new tack, and, starting 
with oil industry, all industry will be asked to investi- 
gate itself—subject to very considerable check by gov- 
ernment experts and with opportunity for minority 
groups to have their say. This novel experiment is partly 
—as claimed—an effort to play fair with business and 
avoid appearance of prejudice; partly a scheme to save 
time and money since there is much Congressional oppo- 
sition to prolonging probe beyond next spring; partly 
because T N E C found it could not control administra- 
tive agencies like F T C which have demonstrated pre- 
conceived conclusions toward problems under study. 


Monetary study asked of Congress by Reserve Board 
is back-door attempt to get control of credit regulating 
machinery of Treasury and head off growing movement 
to squeeze Reserve out of bank regulation field by 
strengthening F DIC. Has constructive virtue of pre- 
venting precipitate Congressional action on any of many 


inflationary and unorthodox monetary and credit bills, 
some of which have been gathering considerable support 
of late. A general overhauling of bank legislation simi- 
lar to that of 1935 is in the making but will not be at- 
tempted this session. 


Oil company dismemberment through divorcing pro- 
ducers and refiners from pipe line ownership, and vice 
versa, would be one result of Wheeler bill to codify IC C 
laws. Author claims it was unintended and he will not 
press for this language, but many in Congress want pipe 
line divorcement and major companies are alarmed. 
Such legislation, however, is not expected at least until 
after monopoly investigation is completed. 


Transportation yardstick is being sought by I C C 
through three or four intricate studies of comparative 
costs of hauling various commodities by rail, truck, and 
water. Couple of these are well advanced. Idea is to 
put bottom under rate wars and get at truth of charges 
of cutting rates below cost to destroy competition. 


Apex decision holding union liable for sit-down strike 
damages to plant has labor really worried and if not re- 
versed by Supreme Court will lead to move for correc- 
tive legislation. Such a step will bring before Congress 
whole issue of responsibility of unions irrespective of 
Wagner act amendments. 


Housing credit provision will be still further liberalized 
through amendments to F H A and Home Loan Bank 
Board laws. Latter is making a play to expand its sys- 
tem in competition with growing home lending of com- 
mercial banks. F H A modernization loans will be con- 
tinued another two years, but with banks charged a 
premium instead of getting insurance as a subsidy. 
USHA (slum clearance) will not get as much new au- 
thorization as it seeks. 


Relief battle has started all over again on plans and 
funds for next year, with spotlight on House investiga- 
tion of W P A. Result should be considerable reform 
and economy, but as June draws near Congress may 
duck the issue again and vote Roosevelt another lump 
sum with just a little finger-shaking at abuses. 
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BUSINESS-GOVERNMENT RECONCILIATION 
What is it? Where is it? 


Secretary Hopkins’ Des Moines speech in February was 
hailed as the —— of an administration program to 
improve economic conditions by removing the government- 
made obstacles to new investment and re-employment. 
"Appeasement" was the term that stuck, though nobody 
likes the word. 


Since then some things have been done but more has 
been left undone. Much of what has been done was falter- 
ing, grudging, back-handed. The entire administration is 
not whole-heartedly behind the idea, but those members 
who are have not abandoned hope, and leaders in Congress 
are helping carry the ball. It should not have been expected 
that the objectives of the New Deal would be abandoned 
or its pet agencies crippled. Politics is still the guiding force 
of politicians. But here and there are evidences of a real 
desire to remove business irritants, and the most important 
oe is the negative side—the fact that the administration 

as refrained from new reforms, unorthodox economic pana- 

ceas, attacks on business and capital. This lack of new dis- 
turbances, this period of adjustment to the status quo, is an 
important though undramatic factor in long-term business 
confidence. The president believes this is all that is neces- 
sary to promote a steady and substantial recovery. 


There has never been a one-two-three program of just 
what the administration proposed to do for business con- 
ciliation and recovery, but a survey of the many subjects 
which some have thought should be included in such a pro- 
gram shows that the most that has been accomplished to 
date is a changing attitude toward the views and problems 
of business. The most that should be expected during the 
coming months is a further spreading and jelling of this 
more friendly attitude with concrete results in the form of 
moderate easing of friction here and there. 


An item-by-item dissection of the jig-saw puzzle of 
appeasement as of today looks like this: 


Tax revision: The total load of corporation taxes won't 
be lowered—but it won't be raised. Roosevelt threw cold 
water on hopes for much business stimulus through tax re- 
peal, but the Treasury is going ahead with a program to 
make taxes simpler and more equitable. Congress will prob- 
ably approve but the final result will be of only moderate 
general benefit. Capital gains tax on individuals, said to be 
a deterrent to new investment, will not be lifted much. 


Social Security: Agreement to advance old age payments 
to 1940, prevent tax rate from increasing in 1941, and aban- 
don huge reserve fund pleases everybody by promising to 
put more money into circulation. Some other modifications 
in S S tax application may be expected, and taxes will not 
be extended to large fields now excluded. Radical pension 
plans of the Townsend type will not be approved. 


Spending: Government spending won't be cut much be- 
low present level because of political pressure and belief 
that a big cut would hurt business, but there are minor sav- 
ings and the economy spirit is growing. Chief result is to 
head off big new spending commitments. And the Eccles 
theory of heavy spending to lift the national income has 
been put on the shelf. 


Labor: Peace treaty between warring unions has little 
prospect of fruition in near future; was advanced by admin- 
istration ostensibly as a business aid but more bet Grr to 
head off amendment of Wagner act and let labor present 
a solid political front in 1940. The hope is not dead, but 
very dormant. Meanwhile court decisions are restraining 
union excesses. 


Wagner act: Administration is trying to prevent revision 
short of open opposition and will delay action as long as 
possible but if Congress stays in session another three or 
four months there is an even chance of amendments helpful 
to business. NLRB was given a chance to revise its regu- 
lations and precedents but refused. 


SEC: Rejection of overly-hopeful suggestions of ex- 
changes for modification in regulations was a set-back for 
appeasement, but does not mean that further discussion is 
closed. SEC wants more investment and trading, but not 
at the sacrifice of public controls. Liberalization of the short- 
selling rule was a small step. Complaints that cost of regis- 
tration prevents new security issues are not taken very 
seriously. 


Business loans: Administration enthusiasts for providing 
easier loans for small businesses are about convinced against 
their will that most applicants aren't good credit risks by 
any standards but they're still looking for some way to help. 
Current SEC study will get definite facts. 


Commerce Department reorganization: Talk of revitaliz- 
ing Department, putting emphasis on domestic instead of 
foreign trade, has not materialized, due partly to Hopkins’ 
illness. 


Utilities: TVA expansion appears dormant and no new 
power authorities are being launched; PWA _ municipal 
ower loans have stopped but only because all P W A loans 
hi stopped. But anticipated new utility investment for 
expansion has not been spectacular. Power commission ap- 
pears headed for an investigation and harassment splurge 
that looks like anything but appeasement. 


Railroads: Chances for rehabilitation legislation look slim, 
but more liberal loans and reorganization may be voted. 
Suggestions for regulating competing carrires on same basis 
as rails please the roads but don't appease the others. 





Reorganization powers just voted Roosevelt will not 
be used broadly this session, but considerable reshuffling 
of government agencies is expected next spring since 
powers expire in 1941. Through powers are limited, 
Roosevelt can still do a lot of useful streamlining. Most 
common guess is he will start by consolidating some of 
the various housing agencies. 
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Vegetable oils import tax increase attempt was lost by 
Roosevelt’s threat to veto salary tax bill if attached as 
rider, but advocates promise to make another fight in 
connection with bill to continue expiring excise taxes, a 
bill Roosevelt could hardly afford to veto. Chances 
are slightly against success. Enactment would destroy 
integrity of reciprocal trade agreement program. 
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BY WALTER M. GARDNER 


Europe is very close to a general war is any- 
one’s guess as this article is written. Since there is no 
solid basis for reasoned forecast as to the dreaded event 
itself, the plans of business men and investors must take 
into account various alternative possibilities as follows: 

There may be European war without involvement of 
the United States. The United States may be drawn 
into such conflict. Assuming war, with or without par- 
ticipation by this country, it may be of short or long 
duration. If war is deferred recurrent crises and threats 
of war may continue for some time. If a foundation for 
an indefinite armed truce is gradually erected—due to 
fear of each side to risk totalitarian conflict—the sub- 
surface Fascist aggression may and no doubt will con- 
tinue in the form of economic and political penetration. 

At best it is not a pleasant picture and the one cer- 
tainty in it for the present is a paralyzing uncertainty. 
It is this dominant factor of uncertainty which explains 
why the stock market has reacted severely on every 
threat of war—a performance puzzling to some observers 
who remember the World War boom in American busi- 
ness and markets and who believe a generally similar 
inflation of business activity and prices would inevitably 
result from another war. The latter view may prove 
ultimately correct if war comes but meanwhile it is 
founded on various highly uncertain contingencies—and 
in any setting of major uncertainty the compelling urge in 
investment and business operations is toward liquidity 
and postponement of important commitments so far 
as possible. 

Assuming a major war, is it inevitable that the finan- 
cial and business pattern of 1914-1918 would be approxi- 
mated? In seeking the answer it is illuminating to look 
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back on that 1914-1918 period and note the extent to 
which the flow of events hinged on happenstance. During 
the first few weeks that the New York Stock Exchange 
was closed in the late summer of 1914 the German drive 
toward Paris swept all before it. By the time the 
Exchange reopened in December the first rush of the 
German army had been halted and there had begun what 
proved to be the long stalemate of trench warfare. 
Suppose the initial German smash—which expert post- 
mortems show to have failed chiefly because of a fateful 
decision by the German high command to deviate from 
the original plan—had not failed? There would have 
been no long war and no big demand for American war 
supplies. More than once fate held the answer to the 
course of the war and the duration of the stream of war 
orders flowing to American industry. 

This is not to deny the possibility that in event of war 
the history of 1914-1918 may be duplicated to some 
extent but to emphasize the point that whether it does 
or not will depend largely on unpredictable happenstance. 

Nor is uncertainty—assuming war—confined to such 
questions as what nations will be involved, how long 
the war will last and who will win. Wars used to be 
fought by professional armies and without involving 
sweeping changes in the basic structure of capitalist 
economy—but that was in a time now gone by. Wars 
now involve whole populations and subvert entire 
national economies to the purposes of warfare. 

If a general European war comes, who knows whether 
this country can stay out? An overwhelming majority 
of our people wish strongly to stay out but their Presi- 
dent is making scant effort to conceal the fact that he 
fears war will come and that he believes the United 
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States could not avoid involvement. Right here we have 
a grave uncertainty which we did not have—or did not 
think we had—in 1914. ‘In 1914 we thought the United 
States would stay out and we did stay out for more than 
two and a half years. Suppose at that time the Adminis- 
tration in power at Washington had let it be known that 
it believed we would participate. Suppose at that time 
our War Department had blueprints for drafting our 
entire economy into war purposes as it has today. Sup- 
pose at that time plans for regulating prices and for 
taxing the profits out of war had been formulated, as they 
have been today. Would we have had a war-based bull 
market? It is to be doubted. 


Fruits of War 


In 1914 Fascism was unknown and Communism was 
the innocuous theory of a handful of radicals. Today 
each is a festering sore afflicting a goodly part of the 
so-called civilized world. Upon what did these move- 
ments feed to wax so fat? Answer: the WorldWar’s 
residue of economic and social wreckage. Among the 
seven major nations of the world, free capitalism survives 
in only three and on none too secure foundations at that. 
Could the remaining ramparts of capitalist democracy 
withstand the disintegrating processes of another great 
war? It is open at least to a measure of doubt—a kind 
of doubt not compatible with confident investment 
demand for securities. 

Fortunately, the sobering threat that a great war would 
overturn existing regimes, whether Fascist or otherwise, 
is a straw of hope pointing against war—but we are not 
here predicting the event one way or another. 

Naturally, in thinking of war, the first concern of a 


on April 8 volume amounted to only 25,111,525 shares, 
but the industrial average declined approximately 20 per 
cent or twice the percentage decline on the initial 1914 
war break, while the rail average declined about 28 
per cent. 

Looking at these figures, one can only conclude that 
the Stock Exchange would have to be closed promptly 
in event of war. On the other hand, such closing would 
represent the worst contingency and a psychological 
climax to unreasoned fear. The emotional release would 
be similar to that represented by the banking holiday 
in March, 1933. Although not subject to proof, there is 
much reason to believe any closing of the Exchange 
would be for a considerably shorter period than the shut- 
down of approximately four and one-half months in 1914. 

The major part of the World War bull market was 
concentrated in the year 1915, with a rise of about 80 per 
cent in the industrial average. The trend was moderately 
downward during the first half of 1916, with the third 
quarter extending the 1915 high temporarily by about 
20 per cent and being followed by a bear market which 
ran from November, 1916, to December, 1917, sending 
the industrial average down by 40 per cent and wiping 
out more than 75 per cent of the entire preceding re- 
covery. The direction was moderately up in 1918 and 
sharply up in 1919 in the short post-war boom. 

Probably the greatest single fear of investors and 
traders is the thought that warring governments would 
commandeer and liquidate American securities owned 
by their nationals, thus sharply depressing the market 
and forcing closing of the Exchange. Actually, specu- 
lative anticipation of this development would do the 
greatest damage. In the World War the British Govern- 
ment did not begin mobilization of foreign securities 





majority of the readers of this publication is the 
possible or probable effects upon the security 
markets. The common impression of the stock 
market pattern under World War conditions is 
(1) extreme reaction followed by (2) sustained, 
sure-fire bull market; and the common impres- 
sion is that we could expect something similar 
under war conditions today. Actually, the initial 
stock market shock in 1914 was not severe as 
we reckon reactions today and a similar shock 
would be much more extreme under present 
market and psychological conditions. Actually, 
the World War bull market was not as great in 
scope or staying power as it is commonly thought 
to have been, and repetition probably would be 
even less of a good thing under present circum- 
stances. 

Outbreak of war in 1914 was a market surprise. 
There were only four days of decline before the 
Stock Exchange closed and only one session of 
sharp decline—the total four-day drop amount- 
ing to approximately 10 per cent in the Dow- 
Jones industrial average and to 8 per cent in the | 
rail average. The volume on that reaction was | 
3,635,000 shares but total shares listed were only .| 
151,213,672, as compared with approximately | 
1,425,000,000 shares listed now. Relatively, the | 
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until July, 1915, and the process required an extended 
period. By 1919 American securities thus mobilized 
amounted to a par value total of $1,365,000,000, of which 
stock accounted for less than one-third. 

In 1914 foreign-owned American securities amounted 
to about $5,000,000,000, according to the most reliable 
estimates available. By the end of 1919 the total was 
estimated at $2,800,000,000 a war-period reduction of 
$2,200,000,000. As of the close of 1938 the foreign stake 
in American securities was about $2,845,000,000 or much 
less than in 1914, with common stock holdings estimated 
at approximately $1,850,000,000. The reduction in total 
foreign security investment as compared with 1914, how- 
ever, appears to have been entirely in the bond account, 
reflecting shift in this country’s position from debtor to 
creditor nation. All the evidence suggests that foreign 
holdings of American common stocks are substantially 
larger than in the World War period. 


Foreign Stock Holdings 


In the order named, the largest ownership of our com- 
mon stocks appears to lie in Great Britain, Canada, 
Netherlands, Switzerland and France. In thinking of 
war we naturally think mainly of Britain and France as 
sources of possible sale of commandeered securities, al- 
though in fact the greatest threat would be anticipatory 
non-government selling from individuals in both belliger- 
ent and neutral countries. 

On the one hand mobilization of foreign securities 
could undoubtedly be effected more rapidly than in 
1914-1918 and the market would be less able to absorb 
any such liquidation because of its thinness. On the 
other hand, both Britain and France would have far less 
need to raise money quickly in such fashion than for- 
merly because both have enormous stocks of gold and 
both have large gold and dollar balances set up in this 
country. Moreover, both have large stocks of war 
materials and foods accumulated to meet a war emerg- 
ency which would not be the surprise that it was in 
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1914. It appears probable that 
the British-French combination 
could finance purchase of needed 
war imports for at least two 
years of hostilities without any 
foreign loans— which are now 
barred by law so far as the 
United States is concerned—and 
without hurried sale at sacrifice 
values of American securities 
owned by their nationals. 

The United States Govern- 
ment has vast monetary-credit 
control powers and weapons 
with which to meet any foreign- 
born emergency or panic but 
under war conditions neither the 
dollar nor our trade would need 
official protection. The dollar 
would strengthen against for- 
eign currencies and any pro- 
tracted war would increase our 
export trade either directly with 
warring nations—depending on 
our neutrality legislation at the time—or indirectly 
through neutral countries in any event. The weak spot 
in the Government’s present protective planning ap- 
pears to be the stock market, which is the one nerve 
center that would most require protection if war broke 
and in which sharp reaction affects both business senti- 
ment and volume in durable goods more greatly than 
ever before. 

It would be possible, of course, for the Treasury’s 
$2,000,000,000 stabilization fund to be used in a way to 
bulwark the market against the psychological threat of 
forced war selling from abroad. If investors and spec- 
ulators throughout the world were assured that any liqui- 
dation of commandeered American securities by warring 
governments would be handled through the American 
Stabilization Fund—very little of which has ever been 
used—they would not be so likely to sell in anticipation 
of such liquidation. Whether such a defense, either 
through Stabilization Fund purchase or loan arrange- 
ment, would be politically feasible is something else 
again—and it probably is not. At this writing officials 
of the Treasury, S E C, Reserve Board, and R F C are 
surveying the problem of protective measures through 
which the security exchanges could be kept open. In 
the final analysis only actual support for stock prices 
would prevent a wide break in values on start of war 


and the wisdom of even trying to keep the New York © 


Stock Exchange open under such conditions may be 
questioned. 

The most serious danger to the market and to busi- 
ness activity does not appear to be imminent outbreak 
of war, which would climax the decline without impor- 
tant additional damage—with the Exchange temporarily 
closed—but a continuation of the present European ten- 
sion and recurrent war threats. War at least would end 
one major uncertainty which has investors and business 
men jittery and on the fence. Yet even so there seems 
to be some ground for hope. It is possible to argue that 
if war does not come soon it may not come for a long 
time, if at all. If we go (Please turn to page 48) 
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FOREIGN TRANSACTIONS IN AMERICAN SECURITIES 
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Having been purchasers on balance for the past several years, foreigners’ holdings of American bonds, preferreds and 
common stocks rose from a little over 2 billion dollars at the close of 1934 to approximately 2.9 billion at the end of 1938. This 
her compares with an estimated total of over 5 billion when the war broke out in 1914. 
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Figures are those of the Treasury Department. 
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Industry 


BY W. M. RICHARDSON 


Rapidity of Developments Is of Great Significance to Business Men and Investors 


in central theme of every World’s Fair is the new in 
contrast to the recently obsolete, and New York’s Fair 
of 1939 will be no exception. Its big advantage over 
even the last few predecessors, though, will be not so 
much in the quantity or impressiveness of the advances 
shown as in the accelerating pace of their coming. So 
swift have been recent developments that comprehension 
of them is challenged no matter how receptive one is to 
the “World of Tomorrow” thought. Business men, 
investors, any who must understand the practical effects 
of this thing called progress, have a problem in grasping 
the essential change of the last few years. It is not that 
we have streamlined diesel-electric trains, or plastics 
made out of petroleum gases, but that a year now pro- 
duces what a decade might have been proud of not 
long ago. 

This stepping up has a double implication. It means 
that a new industry or material or process comes to 
maturity more quickly, and it also means that the sup- 
planted industries dies a far more sudden death. Owners 
of carriage works or whip factories had ample time to 
retreat before the relatively sluggish approach of the 
automobile. Investors in traction securities were given 
years of warning. But what happens today, comes with 
desperate speed. Judging by the recent pace, it is not 
inconceivable that every radio set or oil burner should 
be consigned to the junk heap in two years if a better 
product comes along. 

Looking ahead has therefore become more difficult 
and more necessary. More difficult because of the mag- 
nitude of the front along which progress is pushing and 
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the speed of its gains; more necessary because of the 
heavier penalties in business or investment for being left 
behind. A good many years ago H. G. Wells wrote a 
book called “The Sleeper Wakes” in which the city of the 
far future was depicted. Moving ramps at varying speeds 
to convey people from place to place, air-conditioned 
buildings, artificial food, and a system of flashing cur- 
rent news and communications on screens were some of 
the fruits of Wells’ imagination. His only mistake so far 
to be seen is that he underestimated the rapidity with 
which the new world was to come. Much of it is 
here today. 

The visitor to the London Exposition of 1876 could 
have crossed the Atlantic on a regularly scheduled trip 
in eight days. Half a century later the trip would have 
been made in five. But the saving in time to be made 
this year alone when Pan-American and Imperial Air- 
ways begin their plane service will practically equal the 
progress of the last fifty years. 

Or take the gains in lighting. The London Exposition 
referred to was strictly a daylight affair since no ade- 
quate system of illumination on the necessary scale had 
been devised. The fair at Chicago seventeen years later 
had the benefit of open arc and gas lamps. By 1915 the 
Pan-American Exposition at San Francisco was using the 
incandescent lamp as one of its major marvels, bathing 
the buildings in light inside and out. Substantially the 
same means were employed at the Chicago Exposition of 
1933, although they had been made more efficient. That 
was progress—over a good span of years. But now, six 
years after Chicago, the incandescent filament which has 
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been a landmark of modernity 1s at the point of giving 
over much of its task to the new fluorescent bulb devel- 
oped by General Electric. Not only will closer approxi- 
mations of daylight be possible with the new bulbs, better 
colors, a healthier light, but in certain hues their effi- 
ciency will be nearly eighty times as great as that of the 
incandescent type. Roughly four-fifths of a billion bulbs 
of the old type were sold last year; how many next year? 
A wide field of usefulness will undoubtedly exist for some 
time for the incandescent bulbs, but between the devel- 
opments in the use for the water-cooled mercury lamp, 
the fluorescent bulbs employing an electric current to 
activate a surface coated with chemicals, and the ad- 
vances not yet public in other illuminating agents, it is 
obvious that lighting has come to a definite change. 
Visitors to the Fair will be familiar in principle with 
the involved ramps they will encounter, but they may 
not realize the lengths to which this method of handling 
traffic is likely to go before long. The steel companies 
in particular are convinced that overhead arteries and 
inclined feeder roads are the solution to traffic problems 
in large cities, and that the next step will be to connect 
city to city with a system of express elevated highways. 
Looking further ahead, steel men put their imaginations 
to work on the thought that some of the eastern rail- 
roads may find elevated highways covering their road- 
beds, allowing the regular rail traffic to flow along 
beneath them, saving the cost of land, grading, bridges, 
taxes and so forth, and incidentally using some steel. 
The cars that travel the roads of the near future may 
or may not be propelled by diesel engines, but the 
chances are fairly good that their power plants will be 
in the rear, as well as that their interiors will be air- 
conditioned so that summer heat and winter cold will be 
matters of hearsay to the fortunate passengers. Moving 
parts of the engine will be machined to a degree of 
accuracy surpassing anything yet considered practical in 
mass production cars. Chrysler’s method called “Super- 
finishing” combined with the profilograph for measuring 
minute differences in size can make surfaces flawless to 
the millionth part of an inch, or in the equivalent pro- 
portion of one inch in sixteen miles. The result will be 
decreased friction, increased economy and durability. 
Five companies working together have just announced 
their development of the glass which will enclose the 
automobile of the near future. Union Carbide, Du Pont, 
Monsanto Chemical, Libbey-Owens-Ford and Pittsburgh 
Plate Glass spent a total of $6,000,000 and six years of 
research before finding how to make glass strong yet 
“soft” so that injury to passengers would be minimized. 
Ten times as strong at a temperature of zero as the 
present safety glass, the new products consists of a sand- 
wich of two pieces of very thin plate glass enclosing a 
layer of polyvinyl acetal resin. One might be surprised 
to see the chemical companies outnumbering the glass 
makers in the collaborative search for a better glass, but 
nowadays, and undoubtedly to a greater extent in the 
days ahead, glass is being put to many uses never before 
imagined. Windows and bottles are humdrum: now; 
buildings, furniture, insulation and a multitude of other 
uses are being developed. 
Just as chemical research plays an important part in 
the glass industry, the ubiquitous science is thrusting 
itself into other fields hitherto untouched. Du Pont 
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Sponge latex has be- 
come the cushioning ma- 
terial of the hour, offering 
completely new advant- 
ages in the way of weight- 
saving, coolness and sani- 
tary qualities. 


Examples of the ma- 
terials into which spun 
glass is woven. Used as 
draperies, filters and for 
insulating purposes. 


Glass fiber and methods 
of handling it are mys- 
teries to laymen; not even 
specialists know its ulti- 
mate possibilities. 

















Fluorescent Mazda 
lamps use a modicum of 
current to activate the 
phosphors with which 
inner surfaces are coated. 


The new stream-lined 
telephone handset de- 
veloped by Bell Labor- 
atories contains all oper- 
ating mechanism in_ its 
base. 


Console model of the 
G. E. television receiver. 
The field on which the 
broadcast action appears 
as well as part of the con- 
trol panel can be seen in 
the reflecting mirror at top. 
Numerous styles and 
makes are appearing on 
the market, their probable 
success with the public is 
still a matter open to con- 
jecture. 
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Courtesy U. S. Steel. 

The radio control tower in U. S. Steel's concept of "Farm of 
tomorrow" on exhibition at the N. Y. World's Fair. 
produced a substance called Nylon from such raw ma- 
terials as coal, air and water, finding that it could be 
fabricated into an elastic fibre from which run-proof 
stockings can be woven. A plant is being built to manu- 
facture the new product, but meanwhile other possibili- 
ties are unfolding, and Du Pont finds the material com- 
mercially adapted for uses ranging from toothbrushes to 
leaders for fishing lines. The same company’s “Lucite” 
is a water-clear plastic for which uses are only begin- 
ning to appear. A mammoth “diamond” of the substance 
will be on exhibition at the Fair as an illustration of 

what can be done with it. 
Bringing itself right home to many individuals is the 
discovery by chemistry of the power of sulphanilamide. 





Courtesy General Motors. 
New method of drying and baking on automobile finishes. 


Where pneumonia or a streptococcus infection were for- 
merly under negligible control except for the resistance 
of the patient, they are now susceptible of positive and 
effective treatment which is astonishing everyone by the 
results it has compiled. The same drug has succeeded 
experimentally in curing turberculosis in rats. Merck, 
Abbott and Squibb are also utilizing their new knowledge 
to produce synthetic vitamins and hormones which are 
undoubtedly slated to reduce many other human ail- 
ments to a matter of routine cure. 

The oil companies are learning to put their waste 
products to work even more thoroughly than in the past. 
Most of them are going into the production on a large 
scale of organic chemicals and Shell, for example, is mak- 
ing glycerine from its petroleum gases. United Gas 
Improvement, a utility, finds itself in the chemical busi- 
ness producing by-products from its coal gas, and a great 
deal of the smoke now considered a liability will soon be 
an important asset. Nearly all of the chemical com- 
panies are tied into such diverse fields as automobiles 
and paper, synthetic fibers and synthetic plastics. Even 
the dairymen have become test-tube conscious and have 
demonstrated the possibility of using the casein from 
their milk to produce such diverse articles as woolen 
clothing and plastics. National Dairy Products has suc- 
ceeded in deriving calcium lactate from the once useless 
whey resulting from certain milk operations, and in addi- 
tion to going into baking powder and other foods, the 
calcium lactate can be converted into lactic acid which 
is an important ingredient of many plastics. 

In retaliation the chemical industry appears headed 
toward the creation of foods by the synthesis of their 
components. By uniting nitrogen with various chemicals 
in a newly discovered process it will be possible to pro- 
duce synthetic protein matter and presumably to arrive 
at foods for human nourishment just as successfully as 
has been the case in producing artificial plant foods. 
Commercial importance seems a good distance off for 
many of these new developments, but the tenderizing 
process for meats which has been achieved by the 
Mellon Institute of Industrial Research with Kroger 
Grocery as sponsor is immediately practicable. The 
hanging of meats which usually takes from four to eight 
weeks and which results in breaking down their tooth- 
resistance can now be accomplished in a couple of days 
under conditions of relatively high temperature and 
humidity. Spoiling which would otherwise occur is pre- 
vented by ultraviolet light rays. 

Henry Ford’s uses for soybeans continue to expand 
and now include a new water paint with soybean protein 
as the main vehicle for the pigment. A synthetic wool 
has also been created from this substance, thus giving 
the milk companies with their artificial wool from casein 
a bit of competition. Although sheep are already in the 
minority as potential sources of wool, however, consider- 
able time must pass before this product will bulk large 
in the outlets for the dairymen or the soybean processors. 
The 20,000 acres or more now devoted to soybeans will 


find another new use for their output in the manufacture | 


of stearic acid and glycerine by hydrogenation of soy- 
bean oil, and of course the uses in plastics will continue 
to grow. 

Recent developments in the oil industry are destined 
to have far-reaching yet immediate effects. Over $100.,- 
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000,000 was invested in new refineries last year, and 
according to authorities on the subject these plants when 
in full operation will save half a billion barrels of oil a 
year in this country alone. Since this means a saving 
of about one-half the present rate of consumption, our 
reserves will be in effect doubled. The Houdry process 
being utilized by Socony-Vacuum and Sun Oil has re- 
ceived considerable attention, but other improvements 
in refining methods including the polymerization proc- 
ess of Phillips Petroleum are also important. A devel- 
opment so recent as to be as yet unassessable is the so- 
called “stream-lined” gasoline which has an octane rat- 
ing far above the theoretical ceiling. Its cost of $50 a 
gallon may very well be brought down to the point where 
it will be commercially available for airplane use if not 
more generally, and this in turn might make feasible the 
building of gasoline engines to take full advantage of 
the virtues of the new fuel. Another development of im- 
portance to the petroleum industry is the production of 
alcohol from some of its by-products. 

Coal reserves are being enlarged in the same way as 
petroleum reserves, not by discovery of new deposits but 
by radical improvements in methods of handling or 
processing. Du Pont has announced the successful ap- 
plication on commercial scale of the flotation process 
to what had formerly been considered refuse bodies of 
coal as well as to low grade metal ores. Officials of the 
company declare that the new method permits the 
doubling of capacity of a $3,000,000 plant by the addi- 
tional investment of only $200,000. Furthermore, re- 
serves of both iron and coal and of certain other less 
important resources will be tremendously increased by 
this adaptation of a method hitherto confined to labora- 
tory work. 

Ninety-nine out of every hundred who visit the Fair 
will then get their first glimpse of a television set. Events 
throughout the metropolitan area will be broadcast to 
receivers at the Fair and elsewhere, as will regular pro- 
grams from studios in the city. This will be the oppor- 
tunity to test consumer acceptance of television, since 
the sets will be on sale and the demonstrations will un- 
doubtedly draw large crowds. The answer, therefore, 
to what effect television is to have on radio or movies 
may be apparent within a few months. No advertising 
contracts can be attempted until an audience is built up, 
which will naturally hinge on sales appeal as such and 
on the quality of programs and reception to be available. 
All of the principal radio companies as well as such enter- 
prises as Paramount Pictures and General Electric will 
be vitally interested in the results of the World’s Fair 
on television. 

Radio itself has a major forward step to its credit 
during recent months with the announcement of the new 
klystron tube. The Sperry Gyroscope Co., subsidiary of 
Sperry Corp., is opening a new laboratory for radio 
research near Stanford University in California where 
the discovery was made, and both Radio Corp. and Gen- 
eral Electric are understood to be working along similar 
lines. The object is to make available the many frequen- 
cies of the extremely short wave band, thus permitting 
a great number of individual broadcasts using power far 
greater than that now possible below one meter. First 
application is to Sperry’s blind landing devices for air- 
planes, but eventually it will extend to other aviation 
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Charles Phelps Cushing. 


New types of Building Materials contribute to better and more 
attractive types of construction. 


purposes and perhaps to wireless telephony. One author- 
ity calls the klystron “the most important advance in 
radio since the invention of the audion tube by Lee 
De Forest in 1906.” Actually it has a big advantage 
over the earlier invention in the speed with which it can 
be put into production and practical use. 

Another industry distinguishing itself for the practical 
nature of its discoveries and developments is the rubber 
business. Popular attention is most easily attracted by 
attempts to produce artificial rubber substitutes, accom- 
plished by several companies, among them Dow Chem- 
ical with its Thiokol, Du Pont with its Neoprene, and 
the German “buna” which is (Please turn to page 47) 


F 
Courtesy Pratt: & Whitney. 


Radically new in design, this Test Chamber facilitates important 
developments in aeronautics. 
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The Investment Clinic 


— A Safety-First Program 


— Stocks with Outstanding Dividend Records 
— Companies with No Foreign Affiliates or Connections 


BY J.S. WILLIAMS 


a to the recent decline in the market, “invest- 
ment” common stocks as a group scored impressive 
gains marketwise under the impetus of broadening public 
demand. Moreover, throughout the market decline this 
same group of stocks have resisted strongly the sharp 
marking down of prices which occured in other sections 
of the list. It is possible to attach considerable signi- 
ficance to this isolated action and the reasons behind it 
are noteworthy. 

The term “investment” applied to common stocks is, 
of course, relative. In the present instance it does not 
necessarily imply the so-called blue chip issues, but 
issues which have a clearly defined background of earn- 
ing power and dependable income. As might be sup- 
posed, with these latter prerequisites, common stocks of 
companies identified with the consumption goods indus- 
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tries have been favored. Representative of such issues 
are the shares of General Foods, American Snuff, Gen- 
eral Mills, National Biscuit, Safeway Stores, Chese- 
brough Mfg., Bristol, International Business Machines, 
Sterling Products, etc. All of these companies, and others 
are credited with a long record of sustained earning 
power, even under the severe conditions imposed on 
business generally in 1930-33; they have paid dividends 
without interruption for a long period of years; and at 
a time such as the present when domestic prospects 
are acquiring an uncertain tinge and European political 
events are evoking widespread fears of war, companies 
of this type hold out the assurance of good earnings and 
uninterrupted dividends. 

Not the least attractive feature offered by these stocks 
is a better-than-average yield. The fact that for the 
most part they are devoid of the more dynamic elements 
which attract speculative favor tends to hold their 
market prices within a level relatively modest in relation 
to both earnings and dividends. Hence, the more gener- 
ous yield. But in the present setting investors are will- 
ing to forego opportunities for capital enhancement and 
concentrate on stability of earnings and dividends. Much 
can be said in favor of this policy. 

The inclusion of common stocks in an investment port- 
folio where the emphasis must of necessity be placed on 
safety of capital and security of income may appear to 
be a dangerous departure into the realms of speculation 
and risk. Yet in actual practice the investment results 
may prove to be all that could be desired. If the investor 
is guided in his choice of common stocks by the length 
and stability of a company’s dividend record, and by 
arbitrarily limiting the total allotment of funds to this 
class of investment to say 20 to 25 per cent of his capital, 
the chances are that the risks will turn out to be largely 
theoretical. 

In the final analysis, no investment, whether it be a 
bond, preferred or common stock, and regardless of the 
investment rating currently assigned it, is any better 
than the ability of a company to service its funded debt 
and earn preferred and common dividends by a com- 
fortable margin. Yesterday’s investment may be today’s 
speculation (as witness many railroad bonds and pre- 
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AMERICAN SNUFF 


Recent Price: 62 Dividend Rate: $3 and extras 


This is the third of special fortnightly investment suggestions to 
those primarily interested in income, safety of principal and 
sound investment standing. Each subsequent issue of the 
Magazine will contain one such selected issue. 


American Snuff is one of the three leading domestic manu- 
facturers of snuff. Earnings are marked by impressive sta- 
bility. 

In 1929 earnings were equal to $4.25 a share. 
quent years per-share earnings were never less than $3.13. 
Last year net was equal to $3.32 a share. 


In subse- 


Dividends have been paid without lapse since 1903. The 
present rate of $3 annually has been paid on the present 
stock, following the 4-for-I split-up in 1929, and in each 
year was augmented by an extra. 


Capitalization consists of 35,989 shares of $6 non-callable 
preferred stock and 434,100 shares of common. Cash and 
securities alone at the end of 1938 were more than seven 
times current liabilities. 





ferred stocks of public utility holding companies) and 
today’s speculation may be held in high investment 
esteem tomorrow. 

For a comparison of the action of the market as a 
whole and that of seven representative issues having a 
background of sustained earnings and dividend pay- 
ments, the reader is referred to the accompanying chart. 


Companies with Outstanding Dividend Records 


Accompanying this discussion is a list of companies 
with an outstanding record of uninterrupted dividend 
payments to their credit. Particularly timely, is the 
inclusion of a number of companies which paid dividends 
through several periods of severe industrial strain and 
adversity, as well as through the period of the World 
War. 

While it is true that not all of the companies listed 
were able to maintain the same rate of dividends through 
years of war and business depression—some did not fully 
earn dividends in every year—but regardless the divi- 
dend records of these companies is none the less im- 
pressive when measured against the large number of 
companies which, for one reason or another, suffered 
such a severe diminution of earnings that they were 
compelled to suspend dividends for a protracted period 
of time. 

A long and unbroken dividend record is evidence of 
investment character which is difficult to dispute. An 
unbroken dividend record may be indicative of one or 
many things—all of them important to the investor. 

In looking over a list of companies which have shown 
outstanding ability to earn and pay dividends under the 
varying conditions of the past generation and longer one 
might expect these companies to have some common 
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characteristic. Aside from their dividend record itself 
such, however, is not the case. In fact it would be pos- 
sible to include in such a list one or two companies 
identified with practically every major industrial field. 
Numerous public utility operating companies have an 
excellent record of sustained dividend payments. 

At the same time, however, it must be admitted that 
the consumption goods industries would supply the larg- 
est group of candidates. Companies identified with such 
industries as food, tobacco, and other items entering into 
direct consumption and favored by a steady replace- 
ment demand, by and large, have the best record of 
uniform earnings in good times or bad. Retail mer- 
chandising and chain store stocks are also prominent 
among the more stable earners. Other candidates 
are contributed by such volatile industries as steel, agri- 
cultural equipment, electrical equipment, automobile 
manufacturing and mining. In these fields, however, the 
choice is much more circumscribed and to that extent 
the risk of error in selecting a suitable investment 
medium is likely to be greater. 

Another point which seems worth noting, is that the 
companies with the best dividend record are not always 
the largest in their particular field. In fact, some of the 
smaller units, particularly during periods of restricted 
business activity are likely to have an important ad- 
vantage over their larger rivals. It is usually found 
that a smaller company may have greater flexibility and 
can more’ readily adapt itself to changing conditions, 
through a more prompt and effective adjustment of 
overhead and other costs. 

A company with a comparatively simple capital struc- 
ture also has an important advantage. The existence 
of a large funded debt and preferred stock capitalization 
more often than not may have the effect of placing 
common dividends in serious jeopardy when business 
depression overtakes such a company. Among the com- 
panies with the most impressive dividend records, a 
considerable majority have neither bonds or preferred 
stock outstanding, while many have only a comparatively 
small preferred stock capitalization or funded debt. 
Capital leverage, a potent speculative factor, should be 





Dividends for Twenty Years and Longer 





Current Recent Divs. 
Company Dividend Price Paid Since 

American Snuff. . . 3.00* 61 1903 
Beech-Nut Packing. . 4.00* 114 1902 
C1 See eee ee 3.257 140 1915 
Eastman Kodak 6.00* 144 1902 
Ingersoll-Rand...... 4.00* 95 1910 
Int tional Busi Machi sinies 6.00* 168 1916 
Kroger Grocery....... : : 1.60 23 1905 
eee Dh Sate. 5 sais ccs kc eccak. oes 3.00 a5 1911 
Ween RRM oak esc cod deco eecees 0.50 21 1906 
Owens-lllinois Glass......... ects 1.507 56 1907 
yee ON GRINS oso voc ckencceseeacd 2.00 53 1891 
WN foe oes ike Facteur 4.00 75 1899 
gO eee eae 1.28* 34 1912 
WI oo ooo coo ae con awsidanens ssa 2.40 44 1912 
NEM oo sdit a hata ee 3.00* 75 1913 


*—Plus extras. {—Paid 1938. 
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avoided in the choice of income producing common 
stocks. 


Companies with No Foreign Affiliations 


The possibility of a general European war has resulted 
in a serious case of jitters for the management of not a 
few domestic corporations, raising again as it does the 
threatening specter of property confiscations, loss of im- 
portant markets, increased exchange difficulties and 
burdensome taxes. In the World War a number of 
domestic companies, notably Singer Manufacturing and 
International Harvester, suffered heavy property losses 
in Russia. In the event of another war at this time, 
however, corporate losses in one form 


avoid too heavy concentration of funds in companies 
with large direct foreign investments. A considerable 
number of our leading companies have established branch 
and sales offices abroad and in South America, while 
an equally large number do a sizable export business. 
But even assuming the worst, the loss of these branches 
and markets could hardly be regarded as irreparable 
damage in relation to the overshadowing importance of 
domestic activities. The greatest losses in the event of 
war would probably be suffered by those companies 
which engage in large scale manufacturing operations 

in Europe. 
Accompanying this discussion is a list of companies 
which may be regarded as purely domestic enterprises, in 
the strict sense of the word. They 





or another could conceivably reach 
staggering proportions 

Since the last war many of our 
larger companies have invested 
heavily in plants and machinery 
abroad and such investments at the 
present time are much larger. than 
they were in 1914. According to a 
survey made by the United States 
Department of Commerce direct in- 
vestments in Europe at the end of 
1936 totaled $1,245,000,000, sur- 
passed only by the value of direct 
investments in Canada and South 
America. Of the total direct invest- 
ments in Europe, commitments in 
the United Kingdom were the larg- 
est totaling $474,130,000. Germany 
was second, where the value was 
placed at about $228,000,000, while 
direct investments in France were 
valued at $145,683,000. 

In addition to the threat of war 
in Europe, American investments in 
other countries are being subjected 
to discriminatory taxes, such as the 
proposed tax on copper companies 
in Chile, and even outright confisca- 
tion as in the case of the American 


Brown Shoe 


Inland Steel 


Representative Companies 
Having No Foreign 
Connections 


Container Corp. 

R. J. Reynolds Tobacco Co. 
Kroger Grocery & Baking 
Industrial Rayon 
Mathieson Alkali 
Sutherland Paper 

Phelps Dodge 

Holland Furnace 

Lehigh Portland Cement 
Union Bag & Paper 
Anaconda Wire & Cable 
Jones Laughlin Steel 
National Distillers 


have no foreign affiliates or manu- 
facturing interests; exports are not 
vital; and they are not dependent 
upon imported raw materials. 


Research: An Investment in the 
Future 


Owens-Illinois Glass 
Pillsbury Flour Mills 


In the United States today every 
fourth person employed is at work in 
industries that were not in existence, 
or were just starting, in 1900. All 
of these new industries were founded 
by research. Active and continuous 
research is the best insurance against 
competitive strangulation and cor- 
porate mortality. Few are the com- 
panies today which engage in no 
research or experimental activities 
and fewer still are the companies 
which will blandly admit that they 
have no need for research. 

One cannot help wondering what 
would be the present position of 
many of our largest corporations 
were it not for the many new prod- 
ucts and processes born in their re- 
search laboratories. Twenty years 
ago there were no radios or electrical 





and British oil properties in Mexico. 

Another phase of the disturbed political situation 
abroad is the possibility of a serious interruption in the 
flow of various essential imports in the form of raw 
materials. Chief among these raw materials are crude 
rubber and tin. Present supplies of crude rubber and 
tin in the United States, while adequate for immediate 
needs, would be subject to rapid disappearance were 
normal shipments to be impeded. Moreover both tin 
and rubber are under the control of foreign regulatory 
committees whose function is to restrict shipments and 
maintain prices, a condition which tends to preclude any 
building up of emergency stocks in the United States 
against a possible war. The serious implications of the 
situation are emphasized in the recent Administration 
proposals to exchange our surplus stocks of wheat and 
cotton for rubber and tin. 

Summed up, the several adverse possibilities outlined 
above, while dormant at the present time, would appear 
to carry a definite warning to investors—a warning to 


refrigerators sold. Rayon was un- 
known commercially. Plastics were more or less a nov- 
elty. Much the same can be said of hundreds of other 
products which today are accepted as commonplace but 
which have made a valuable contribution to the American 
standard of living. Research not only means new prod- 
ucts but it means new methods and materials, ways to 
reduee the manufacturing cost of a particular product, 
ways to improve quality, application and durability. 
Research has in fact become, not a necessary expense, but 
a vital activity as much a part of industry as manufac- 
turing, distribution and selling 

The truth of this latter contention is borne out by 
the detail, and pride, with which many companies now 
outline their research activities in their annual report 
to stockholders. 

Research is, of course, the life blood of the chemical 
industry and leading chemical companies annually ex- 
pend huge sums in laboratory experiments. Born in the 
laboratory today, the brain (Please turn to page 50) 
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| Making Packaged Foods Pay 


General Foods Has Never 
Shown a Loss or Failed 


to Pay a Dividend 


BY EDWIN A. BARNES 


Ox April 6 the Parade of Progress of na- 
tionally known grocery products started. 
Scheduled to last for a month, and frankly 
a promotional idea, it will serve to drama- 
tize the remarkable strides made during the 
past four decades by the food industry. and 
particularly the growth of nationally adver- 
tised packaged foods. 

Big enough to wear the tall shako, the im- 
pressive uniform and the flashing baton of a 
drum major, General Foods would readily 
qualify to head the Parade of Progress. Gen- 
eral Foods typifies everything the Parade 
seeks to publicize. 

General Foods processes and packs 120 
food items, distributed through 5,000 whole- 
salers and 440,000 retail grocers. The com- 
pany is the largest in its field and it is an even chance 
that the pantry of the urban housewife will contain at 
least one General Foods’ products. Many of these prod- 
ucts are old brands, known to generations of housewives; 
some are of comparatively recent introduction; all are 
advertised extensively through practically every recog- 
nized form of advertising. General Foods pioneered the 
development of frozen meats, fish and vegetables and to- 
day this is the fastest growing division of the company’s 
business. 

Combining with leadership and progressiveness, sev- 
eral other fundamental factors lend considerable invest- 
ment appeal to General Foods. The foundation of the 
company’s business is the food industry, supplying an es- 
sential commodity and one of the least subject to the 
wide variations in the business cycle. Sales and earnings 
may vary between good times and bad but not nearly 
to the degree which characterizes more volatile indus- 
tries. General Foods, since its origin in 1922, has never 
shown a loss and stockholders have received a dividend 
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Sub-zero storage of Birds Eye Foods. 


in every vear. In addition General Foods has an ef- 
fective “growth” factor, a feature not ordinarily to be 
found in food companies. And finally, the broad di- 
versification of products not only fortifies the company 
competitively, but greatly alleviates the risk of possible 
changes in the public’s food habits and taste. 

The General Foods organization comprises about fifty 
subsidiary units, of which only five are not wholly owned. 
Most of these subsidiary units have retained their origi- 
nal identity and are engaged in manufacturing and proc- 
essing the same products, or similar products, which they 
did prior to their entry into the General Foods fold. In 
effect these subsidiaries function as separate divisions. 

Of these the Post Products division is reputedly the 
largest. This division specializes in various cereals in- 
cluding Postum, Grape-Nuts, Past Toasties, Past’s Bran 
Flakes, Bran Shreds, Grape-Nuts Flakes and Huskies. 
Originally known as the Postum Cereal Co., Inc., this 
division was the nucleus of the present General Foods. 
The vears 1925-1929 witnessed the rapid expansion of 
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frozen and stored at low tempera- 
tures, and for this purpose General 
Foods employs a patented process, in- 
volving the placing of the product 
between two metal surfaces and de- 
veloping pressure. The advantages 
are many. Fish and oysters, or va- 
rious fruits and vegtables can be fresh- 
ly packaged at the best season and 
marketed to the consumer anywhere 
and at any time, still as fresh as they 
were the day they were packed. In 
meats and poultry quick freezing 
improves the quality by increasing 
the tenderness. The action of various 
agents causing spoilage is retarded. 
No loss of vitamin content occurs. 
Frosted foods have other advan- 
tages which give them considerable 
consumer appeal. They are mar- 
keted in clean sanitary containers and, 
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the company’s activities into new fields, chiefly through 
the acquisition of going concerns identified with estab- 
lished brands. 

Jell-O was acquired in 1925 and this division is cred- 
ited with the largest selling gelatin dessert. Other prod- 
ucts include Jell-O ice cream powder and freezing mix, 
Jell-O chocolate pudding and several other related items. 
In 1926 Minute Tapioca was added to the General 
Foods’ line; as was Swans Down cake flour. The follow- 
ing year brought Baker’s Coconut; then Calumet bak- 
ing powder in 1928 and Snow King and Dairy Maid bak- 
ing powder in 1937; Diamond Crystal Salt in 1929. 

The Walter Baker & Co., Inc., was inducted into the 
General Foods organization in 1927. Manufacturing 
chocolate and cocoa, this company was probably one of 
the oldest in the United States with a record of having 
made the same type of product continuously in the same 
location. 

The Maxwell House division manufacturers the well 
advertised brand of Maxwell House coffee, while other 
products include tea and a decaffeinated coffee division 
marketing Sanka and Kaffee Hag brands. The Log 
Cabin Syrup division makes a table syrup; another pro- 
duces Certo, a fruit pectin product; the Baker-Bennett- 
Day division processes a variety of edible nuts. Laundry 
aids under the trade names of LaFrance and Satina com- 
plete the company’s line of grocery products. 

Of all General Foods’ major divisions, however, the 
fastest growing is Birds Eve Frosted Foods. Frosted 
Foods Co., Inc., was acquired by General Foods in 1929, 
and of all the many food processing companies which 
were adopted into the General Foods family, this was 
the only one which was not an established and going 
concern. In fact it was not until 1936 that this division 
showed any profit at all. The trouble was that Frosted 
Foods Co., Inc., was born of an entirely new idea in the 
packing, preservation and retailing of perishable foods 
such as meat, fish, vegetables and like all new ideas, 
particularly in the food industry, it had to be consumer- 
tested, suitable production facilities had to be obtained 
and retail outlets established. 

Frosted foods are perishable foods which are quick- 
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defrosted, they are ready to serve or 
cook. Not only is this a great convenience to the 
housewife but it is a considerable savings in the usual 
waste and time required to dress a chicken, shell peas, 
hull strawberries or trim a steak. When the housewife 
buys a frosted food she pays only a slight premium above 
the cost of the similar unfrozen product, but with greater 
assurance of uniform quality and freshness. 

Nor are the advantages of frosted foods limited to the 
consumer. Using mobile freezing equipment General 
Foods is able to pack frozen products when they are in 
the prime of the growing season, when supplies are plen- 
tiful and prices are low. Packed in compact containers 
there is a considerable savings in bulk and transporta- 
tion and storage costs. The retailer is able to carry a 
full line of birds Eye products, numbering over 60 items, 
in a comparatively small store area. 

Offhand, it might appear that all of the special equip- 
ment, storage units etc., woud make the processing of 
frozen foods a pretty expensive proposition for General 
Foods. At the start it probably was, particularly as the 
problem of building up a dealer organization was a dif- 
ficult one. For one thing the cost of the storage cabi- 
nets necessary to handle a retail stock was a consider- 
able drawback, amounting to more than $1,000 a unit. 
Without a sizable dealer organization, there was no ad- 
vantage in advertising. Also there was the problem of 
educating the public as to the difference between frosted 
foods and cold storage foods. 

All of this took time, seven years, in fact, but by con- 
centrating initial sales efforts in the compact New Eng- 
land territory and introducing frosted foods into clubs, 
restaurants, hospitals and other institutions, where their 
advantage met with instant favor, the word got around 
that frosted foods were not only convenient and reason- 
ably priced but good—very good. 

Sales of frosted foods in 1937 were 79 per cent larger 
than in 1936 and at the beginning of 1938 they were 
being retailed in 2,800 stores. Last year further impor- 
tant gains were made and the number of authorized 
Birds Eye dealers at the beginning of the current year 
totaled 4,059. Many of the leading chains introduced 
Birds Eye products in their larger units. Jobbers in- 
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creased during 1938 from 160 to 223. Previously dis- 
tribution had been concentrated in New England and 
the principal urban areas along the Atlantic seaboard. 
Last year outlets were expended to include Chicago, De- 
troit, Minneapolis, Kansas City, Milwaukee, Cincinnati 
and other cities as far west as Des Moines. 

General Foods reports that about 56,000 acres were 
devoted to growing fruits and vegetables for Birds Eye 
products in addition to large areas devoted to raising 
livestock and poultry; Birds Eye products last year were 
harvested and quick-frozen in 28 production plants in 
the United States; arrangements were made to lease 
quick-freezing equipment to members of the food indus- 
try in the British Empire and other overseas countries. 
Current plans call for the addition of 1,000 dealers to 
the retail organization. 

Last year also General Foods substantially expanded 
its activities in quick-frozen seafood and fish. The 
launching of two new trawlers and the acquisition of the 
assets of the Bay State Fishing Co., brought the com- 
pany’s fleet of fishing vessels up to 22 units, added a 
marine base, an ice plant, a canning factory, a smoke- 
house and a salt fish department. Another subsidiary, 
Bluepoints Co., Inc., operates a fleet of 24 oyster boats. 

An important step was also taken to facilitate dealer 
acceptance of frosted foods by making it possible for 
dealers to rent a storage case of standard size for as low 
as $7 a month. The next size rents for $10 
monthly and larger sizes are available at 
proportionately higher rentals. 

Expansion of sales in the institutional 
field have kept pace with the enlargement of 
the retail organization and in 1938 these two 
principal outlets for frosted foods contrib- 
uted about equally to the total volume. 
General Foods frosted. products are now 
available institutionally in 45 states. 

From what has been said it is clearly 
apparent that General Foods’ frosted foods 
division is the strongest element in the com- 
pany’s “growth” factor. Offhand, the com- 
pany’s possibilities for further expansion in 
this field appear virtually unlimited. Gen- 
eral Foods, however, in the future will 
probably have to reckon with more spirited 
competition. 

At the present time it is estimated that 
about a hundred companies are engaged in 
processing quick-frozen foods. Most of these 
companies are small local organizations with 
limited distribution and employ freezing 
methods other than that used by General 
Foods. The closest competitor is Honor 
Brand Frosted Foods Corp., recently ac- 
quired by Stokley Bros. & Co., Inc., packers 
of Van Camp products and other canned 
goods. Honor Brand products are marketed 
through about 2,000 dealers. General Foods, 
being the first and largest company in the 
field, has a natural advantage and, from the 
writer’s observation, appears to have an 
“edge” in the quality of its products. 

The factor of quality promises to be an 
important one in gaining and supporting a 


APRIL 22, 1939 





competitive advantage. Quick-frozen foods are a pre- 
mium products and consumers naturally expect better 
quality, as well as convenience, in return for the higher 
cost. It is essential, therefore, that processors select only 
prime grade fruits, vegetables and meats. 

General Foods is meeting this problem by contracting 
for selected crops two years in advance, supplying 
farmers with proven seed types and cooperating with 
growers in the care and harvesting of their crops. With 
portable freezing units and permanent production plants 
located at strategic points throughout the nation, the 
company assures itself in advance of the quality of its 
products and is able to harvest and pack a crop in the 
shortest possible time. An entire crop may be picked, 
packaged and quick-frozen in two or three hours. 

Right now it appears that much of the spade work 
necessary to establish quick-frozen foods among the 
everyday purchases of the housewife has been completed. 
They are no longer a novelty. Word-of-mouth adver- 
tising has helped tremendously but with a rapidly ex- 
panding dealer organization, the time is probably not 
far off when General Foods may call on its advertising 
reserves to give further impetus to sales. Thus far 
advertising of frozen foods by the company has been 
largely confined to local mediums. When the time is 
ripe, and whether competition is pressing or not, the 
company may well launch a (Please turn to page 40) 
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Prospects Favor Shoe Manufacturers 


Stocks of Leading Companies Are Attractive 
for Income and Moderate Price Appreciation 


BY H. M. 


; has been much talk in recent weeks of the bene- 
fits that will accrue to domestic shoe manufacturers as a 
result of the elimination of Czechoslovakian competition 
in our markets. The fact is, however, that the whole 
matter is pretty much of a tempest in a teapot. It is 
true, of course, that about two-thirds of our shoe imports 
have been coming from Czechoslovakia. It is also true 
that that country’s seizure by Germany, automatically 
ending its former “most favored nation” status and re- 
establishing the high Smoot-Hawley tariffs as well as 
the recently announced 25 per cent countervailing duty 
on German goods, definitely puts an end to these im- 
ports. But what is less generally realized is that Czecho- 
slovakian shoes sold in this country have never amounted 
to more than a very small fraction of total United States 
output and that even under the reciprocal agreement 
of April, 1938, were limited to 114 per cent of annual 
domestic production. 

Imports consisted almost entirely of low-priced, wom- 
en’s cemented (rather than stitched) shoes and were 
produced for the most part by the Bata Shoe Company 
of what is now the German “Protectorate” of Moravia. 
This business is now being diverted to American shoe 
makers, but of the larger companies only Endicott John- 
son is in a position to benefit and even here the gains 
from this source will probably be small. Most of the 
windfall, such as it is, will be enjoyed by small manufac- 
turers of New England. Compo Shoe Machinery which 
builds and leases equipment used in the production of 
cemented shoes, may very well encounter some in- 
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creased demand from the aforementioned — sources. 

But entirely aside from the question of imports, the 
shoe industry is looking up, at least in comparison with 
industries more sensitive to variations in general busi- 
ness conditions or to repercussions of the sort that have 
arisen out of the disturbing situation abroad. This is 
due not so much to the relatively small stake of domestic 
manufacturers in foreign markets—though their depend- 
ence on exports for only a fraction of one per cent of 
total volume is a favorable factor under present circum- 
stances—as it is to the comparatively stable nature of 
demand for shoes through both good times and bad. If 
we are in for a letdown in business, this mdustry will 
almost certainly suffer less than most others. 

From 1929 to 1932, to state a case in point, shoe 
production declined only 13 per cent while consumer 
goods production as a whole during this period dropped 
about 30 per cent and output of such durable consumer 
and capital goods as motors and steel fell approximately 
75 per cent. To take a more recent example, shoe output 
in 1938 was less than 6 per cent under that of 1936, a 
peak year in point of physical volume for manufacturers 
of footwear in contrast with industry at large which 
reached a cyclical top in 1937; here again, however, the 
decline was much less than that suffered elsewhere 
along the business front. 

Also, physical volume now runs substantially ahead 
of the best levels reached during the ‘twenties. The 
1936 figure of 415,230,000 pairs of shoes was about 15 
per cent over the 361,400,000 total of 1929, and even in 

1938, when output dropped to 





Leading Companies in the Shoe Industry 


Divds. Pd. or Decld. 


Price Range 


390,750,000 pairs, a sizable margin 
was maintained. On the other hand, 
dollar sales in recent years have run 
about 20 per cent below those of the 
late *twenties as increased frequency 


Earned per Share To Date 1939 Recent of consumer purchasing has been 

1937 1938 1938(e) 1939(e) High Low Price more than offset by a shift in demand 

Brown Shoe (a) ...... $3.21 $0.78 $1.75 $0.50 35 31% 34 — toward cheaper shoes. In 1936-38 
Endicott Johnson (b).. 2.85 1.21 3.00 1.50 43%: 38 38 yearly production averaged 3.1 pairs 
Melville Shoe ........ 4.56 3.59 2.87/72 1.50 55% 46 47 per capita as compared with 2.9 in 
United Shoe Mach. (c) 4.24 4.00E 4.25 2.75 8512 73 73 1927-29 (and population was con- 


(a) Fiscal year ended October 31. (b) Fiscal year ended November 30. (c) Fiscal 
year ended February 28 of following calendar year (E) Estimated. (e) Calendar year. 


siderably less then than now), but 
annual dollar sales in the past three 
years averaged only about $725,- 
000,000 against some $930,000,000 
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during the earlier period, a decline of 22 per cent. 

Foremost among domestic manufacturers that have 
-apitalized on the trend of consumer preference toward 
lower priced stylized shoes are Endicott Johnson and 
Brown Shoe, second and third largest units in the in- 
dustry. The former concern, originally producing only 
a staple lime of medium priced footwear, has broadened 
its output to include a growing number of style and 
specialty lines mostly in the lower price ranges. A little 
over half of sales are accounted for by men’s shoes, about 
27 per cent by women’s and the rest by children’s. The 
company’s operations are fully integrated from the tan- 
ning of leather, the manufacture of accessories and sup- 
plies and the production of shoes at its four plants in 
northern New York, to the distribution of its products 
through some 500 of its own stores as well as to jobbers, 
independent chains, mail order houses and about 30,000 
smaller retailers throughout the country. Productive 
capacity is in excess of 50,000,000 pairs annually and, 
in addition to leather shoes, the company turns out 
rubber footwear and rubber heels and soles. 

The process of converting raw materials into finished 
shoes is a long one and, as a completely self-contained 
unit, Endicott is particularly vulnerable to fluctuations 
in hide and rubber prices. In order to minimize the effects 
of these on earnings, the company in 1936 adopted the 
“normal stock” method of inventory valuation under 
which computed normal inventories are carried at fixed 
prices, only excess quantities being stated at the lower 
of cost or market. The company reports that this 
method has been found well suited to its needs though 
it was necessary last year to reduce the quantities treated 
as normal. 

Operations of Brown Shoe, about half the size of 
Endicott in point of capacity, are conducted in some 20 
plants located for the most part in and around St. Louis. 
This concern also produces a large part of its own leather, 
findings and supply requirements though it is not as 
self-contained in this respect as Endicott, nor does it 
operate any retail stores. Its output consists of a num- 
ber of trade-marked medium and low priced shoes find- 
ing their largest market among the middle and working 
classes. 

Earnings of both Brown and Endicott for the fiscal 
years ended October 31 and November 30, 1938, respec- 
tively, were down sharply from 1937 levels. Net income 
of the former company, after all charges including in- 
terest on $3,580,000 of 3°4 per cent debentures (recently 
refunded by means of a privately placed loan) , was equal 
to 78 cents on 247,000 shares of no-par common stock 
as compared with $3.21 for the previous year. An un- 
favorable price situation and sizable inventory write- 
downs in the first half of fiscal 1938 were mainly re- 
sponsible for the decline; earnings for the second six 
months exceeded those of the full year by about 32 cents 
a share, there having been a loss of this amount in the 
initial half. Endicott, which has no funded debt, earned 
$1.21 last year on 405,360 common shares (after divi- 
dends on 73,060 shares of $100 par 5 percent preferred) 
against $2.85 in 1937. A 23 per cent contraction in dollar 
volume resulted in a 58 per cent drop in net despite a 
change in depreciation policy lowering these charges and 
increasing earnings by $226,500 or 56 cents a share over 
what would have been reported had depreciation rates of 
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Nailing workshoes in a Massachusetts shoe factory. 


previous years been maintained. Year end financial 
positions of both companies were satisfactory. Brown 
paid $1.75 in dividends last year while payments of Endi- 
cott continue at the $3 rate established in 1932. 

Operating results of the principal shoe companies in 
recent years have fluctuated somewhat more widely than 
is usual in the industry. Normally profits remain fairly 
stable, reflecting variations in general business activity 
to a relatively small extent. This stability has derived 
not only from the inherently constant nature of con- 
sumer demand but from two other factors as well. First, 
though retail demand for shoes is highly seasonal (peaks 
are in the spring and the fall), it is customary in the 
industry to manufacture largely to order rather than 
to stock. Thus, production is rather closely attuned to 
actual demand and overstocking of dealers is rare. 
Second, a considerable degree of flexibility in manu- 
facturing overhead is maintained by reason of the fact 
that shoe making equipment is almost invariably leased 
rather than owned and rental payments are for the most 
part based upon actual output. During slack periods, 
therefore, rentals decline proportionately with sales 
revenues. 

Far and away the largest and most important of com- 
panies which manufacture and lease shoe making ma- 
chinery is United Shoe Machinery whose earnings over 
an extended period of years have shown even greater 
stability than the average shoe producer’s. Common share 
results since 1927 have held within a range of $4.74 
and $2.42 (fiscal years ended February 28, 1937 and 
1933, respectively), while dividends in recent years have 
amounted to $4 to $5 annually. A smaller concern in this 
field, but one which has shown (Please turn to page 50) 
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World Events Spur Gold Stocks 


Hedges Against Depression or Devaluation 


BY WILLIAM R. CROSSTON 


As always in times of political or economic stress, the 
gold shares have again come to the fore. The industry’s 
unique position, its status in the event of war, and the 
hedge it affords against depression or devaluation—these 
are the factors that come to mind as war clouds gather 
abroad and domestic business hesitates. 

The old schoolbook theory of the inverse relation of 
gold mining profits to the ebb and flow of prosperity 
among other types of industrial and commercial enter- 
prise is familiar to everyone. In actual practice, how- 
ever, it does not work quite as simply as in the class room. 
According to the theory, it will be recalled, the price of 
gold is fixed and profits therefore vary as costs of pro- 
duction rise and fall. So far so good, but the theory goes 
further and says that since costs rise in time of general 
business prosperity and fall in times of depression, profits 
must obviously do just the opposite—that is, fall in pros- 
perous times and rise when a slump sets in for business 
at large. 

It would be nearer to the truth, at least as far as the 
principal American and Canadian companies are con- 
cerned, to say that earnings tend to remain stable 
through both good times and bad. For while the cost of 
supplies—explosives, steel for grinding mills, lime, cya- 
nide, and fuel for power plants—do vary somewhat with 
fluctuations in general business activity and commodity 
prices, they constitute but a minor part of total produc- 
tion costs. By far the greater portion is represented by 
labor wages which, in the larger camps, have shown very 
little change over an extended period of years despite the 


fact that labor is, generally speaking, unorganized. 

Moreover, as regards any individual company, varia- 
tions in earnings from one year to another ordinarily 
depend much more on the unpredictable results of ore 
exploration or changes in the richness of veins worked 
than on the ups and downs of supply costs. In the 
depression year 1938, for example, at least four of the 
seven companies listed in the accompanying table earned 
less than in the prosperous year 1937. And, finally, the 
classical theory of gold mining profits has been thrown 
completely out of kilter in recent years because of the 
change in the price of gold. Earnings of American and 
Canadian producers (the Canadian dollar is closely 
linked to the American dollar) started to rise in 1933 
when we abandoned the gold standard. In January, 
1934, the price of gold was stabilized at $35 per fine 
ounce, nearly 70 per cent above the old figure of $20.67, 
and gold mining profits continued generally higher there- 
after despite the fact that the 1933-37 period was one of 
increasing prosperity for business at large. 

But having thus “debunked” the theory of inverse 
gold mining profits in the light of its practical limita- 
tions, it is only fair to point out how it may at times 
prove entirely valid. Such an instance occurred in the 
commodity price bulge of early 1937. Commodities, and 
hence supply costs, were rising so sharply at that time 
that their influence on earnings was quite marked. Of 
the companies considered herein only one, McIntyre 
Porcupine, was able to earn more in 1937 than in 1936. 
Also, it should be noted that the higher price for gold is 

not as important at present earnings 





Principal Gold Products 


levels as it was a few years ago. Unless 
the dollar is again devalued, the factors 
which determine earning power in more 
normal periods will assume increasing 





Earned per Share Divds. Pd. or Decld. Price Range importance. Under present law, the 
To Date . 1939 Recent ati {ao = ° , 102¢ 

1937 1938 1938 1939 i tee tele resident is authorized until June, 1939, 
Pe $1.27 $1.05 $1.20 $0.50 10 % zy, to raise the gold price to a maximum of 
Dome Mines 2.11f  —-2.08¢ 2.00 1.00 33% 30% 30%, $41.34. While this power will probably 
Hollinger Cons. 1.05 1.15 1.10 0.30 15 13% 13%, be extended by Congress, no increase is 
Homestake Mining 3.58 3.45 4.50 1.50 66 601% 61% contemplated in the foreseeable future. 
Lake Shore Mines (a) 4.15¢ 3.87 4.00 1.00 50% 32% 39 As to a cut in price, this is generally con- 
Melntyre Porc. (b) : 4.51f 4.55fE 2.00 1.00 591% 491% 5314 ceded to be out of the question except 
Wright-Hargreaves (c) 0.72¢ 0.74f 0.70 0.40 8%, 7h 81 


(a)—Fiscal year ended June 30. (b)—Fiscal year ended March 31 of following calendar year: 


(c)—Fiscal year ended August 31. E—Estimated. (f)—Before depletion. 





as a means of putting the brakes on an 
extreme inflation. 

The question of investing in gold 
shares is always a ticklish one, for true, 
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long term earning power cannot be deter- 
mined accurately due to the difficulty of 
estimating reserves. Gold deposits in the 
United States and Canada typically occur in 
narrow and irregular veins; since the cost 
of exploring their extent would be prohibi- 
tive, it is customary to block out only two 
to four years’ supply. As this leaves the 
question of ultimate supplies unanswered, 
most companies report earnings before de- 
pletion and allowance must be made for the 
fact that earnings so reported, and usually 
dividends as well, partly represent a return 
of capital. Exceptions are Homestake and 
Alaska Juneau, both of which report net 
income after depletion charges. In the case 
of Lake Shore Mines, no such charges are 
necessary as the total book value of proper- 
ties, including development and organization 
expenses, have already been written off. 

But even aside from the matter of deple- 
tion, gold mining involves inherent risks for 
the investor because of the unpredictable 
nature of ore development work. The recent 
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“rock bursts” at Lake Shore’s properties con- 
stitute a case in point though variations in 
ore quality represent a more common hazard. Conserva- 
tive investment policy, therefore, calls for diversifica- 
tion. Of the companies included in the table on the op- 
posite page, Homestake, Dome and McIntyre-Porcupine 
appear, on their records, to warrant somewhat more 
favorable consideration by investors. Contrary to com- 
mon practice, Homestake has blocked out more than 
13 years’ ore supply at its South Dakota mine. Visible 
supplies of the latter two companies, whose properties 
are located in the Porcupine district of Ontario, are suffi- 
cient in each case for about four years’ operations. 
Potential productivity of both Dome and McIntyre has 
been considerably extended in recent years; the former 
has acquired substantial acreage adjacent to its principal 
properties, while the latter last year discovered a new 
high-grade ore body apparently of considerable extent 
in the north section of the mine where little exploratory 
work had been done previously. As to dividends, McIn- 
tyre follows an unusually conservative policy, the $2 rate 
maintained over the past six years representing less than 
50 per cent of earnings before depletion. Payments of 
Dome and Homestake are more liberal and on the aver- 
age have about equalled earnings before depletion in 
recent years. Operating results of all three companies 
gained sharply immediately after devaluation but have 
tended to stabilize around the higher level since 
about 1934. 

Like all other business enterprises today, the gold 
mining companies are heavily saddled with taxes. At 
times, too, they are subject to special levies like that 
imposed by Canada in 1934-35—a_ production tax 
amounting to 25 per cent on that part of revenues which 
represented the difference between the old gold price and 
the new. Also, the Alaskan legislature is currently con- 
sidering a proposed increase of 3 to 5 per cent over the 
territory’s present 3 per cent gross bullion tax. If passed, 
the higher rate may be expected to affect earnings of 
Alaska Juneau. 
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But despite problems of this sort and the inherent 
risks mentioned earlier, shares of the better situated gold 
mines, taken collectively, do possess investment qualities 
not to be found elsewhere. Their independence of the 
forces of depression is, of course, unique. Moreover, 
dividend yields, even allowing that in most cases pay- 
ments include some return of capital, are generally high. 
And since it is no longer legal to own gold coin or bullion 
in this country, they are the only available direct hedge 
against monetary devaluation provided that the latter is 
not accompanied by a disproportionate rise in commodity 
prices affecting supply costs or an increase in the cost of 
living that would necessitate an upward adjustment 
of wages. 

The value of gold shares as a capital haven in the 
event of a major war is conjectural. During the last 
war, much better results obtained from the holding 
of industrial stocks or even cash, as gold mining profits 
were seriously hampered by the sharp rise in commodity 
prices and wages that occurred both here and abroad. 
So marked was the increase in costs and the contraction 
in profit margins that gold production throughout the 
world dropped substantially from 1915 to 1921, declining 
as much as 50 per cent in the United States. It is quite 
possible, on the other hand, that an entirely different set 
of circumstances will prevail when and if another general 
war breaks out. If, for example, all industry is com- 
pletely regimented, as it may very well be; if profits, 
wages and prices are closely controlled or fixed around 
current levels—then the gold producers would fare no 
worse than industry at large. It is also conceivable that 
even if such control is not undertaken, Canadian and 
South African producers might be subsidized to main- 
tain or increase production since gold would be as impor- 
tant to the embattled British Empire as ordnance and 
armor plate, and Britain now holds nothing like the 
proportionate share of the world’s monetary supply 
that she did in 1914. (Please turn to page 40) 
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Seven Stocks With 


Dependable Earning Power 


Safety and Modest Appreciation Possibilities 


Selected by THE MAGAZINE 


General Mills 


Recent Price Dividend Yield % 
77 $3.6212 4.6 


Since 1929, General Mills has maintained dividends of 
$3 a share for its common stock. The company’s earn- 
ings, since its organization in mid-1928, have averaged 
$4,040,825, or $4.09 a share of common stock annually. 
Profits have ranged from a high of $4,609,101 in 1930 
to a low of $3,602,193 in 1936. Net in the fiscal year 
ended May 31, 1938, of $4,110,631 was equal to $4.17 
a share on the common stock, compared with $4,303,389 
or $4.46 a share in the previous year. 

This exceptionally stable record of earnings and divi- 
dends is an inherent characteristic of the company’s 
business. General Mills ranks as the foremost miller of 
wheat and products, in addition to the company’s well 
known “Gold Medal” brand of flour, include such spe- 
cialty package products as “Wheaties,” “Softasilk Cake 
Flour,” “Washburn’s Pancake Flour” and “Bisquick,” 
a patented biscuit flour. Sales of cattle-feed by-prod- 
ucts also contribute substantially to dollar volume. 
Manufacturing facilities have been so located as to give 
the company important advantages through proximity 
both to principal grain areas and consuming centers. 
It is the policy of the company to “hedge” its wheat 
commitments so far as is possible, and in this manner 
the risk of inventory losses and widely fluctuating earn- 
ings is largely eliminated. Over the past ten years, nearly 
20 per cent of the company’s earnings have been rein- 
vested in plants and equipment, and the capital expen- 
ditures last year totaled about $1,500,000. 

In their claim on earnings, the 665,054 shares of com- 
mon stock are preceded by only 226,057 shares of $6 
preferred stock. Current assets, at the close of the 1938 
fiscal year, including nearly $12,000,000 cash amounted 
to $35,382,996, while current liabilities were only 
$4,149,495. 

Following the regular 75-cent dividend paid in the 
first quarter of this year, the company declared two 
quarterly dividends of $1.25 and 8714 cents a share, to 
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be payable on May 1 and August 1, 1939 respectively. 
With a current dividend return of $3.621/, at least, the 
shares at recent levels of around 77 afford a return bet- 
ter than 414 per cent. Where stability of earnings and 
dividends are a prime requisite, General Mills common 
stock would be subject to unqualified endorsement. 


National Biscuit Co. 


Recent Price Dividend Yield % 
25 $1.60 6.4 


National Biscuit Co. ranks as the nation’s leading 
baker, producing a large and diversified line of crackers, 
cakes, breakfast foods and plain and fancy biscuits. 
While the company’s products are distributed virtually 
on a national scale, the bulk of sales is contributed by 
the densely populated area embraced by New England 
and the Atlantic seaboard. Some of the company’s bet- 
ter known brands include “Uneeda” and “Social Tea 
Biscuit,” “Nabisco Wafers,” “Fig Newtons,” “Lorna 
Doones” and “Ritz” crackers. Cereal products include 
“Wheatsworth” and “Shredded Wheat.” In addition to 
baking facilities, the company manufactures a substan- 
tial portion of its flour requirements and all molasses 
supplies. Another division manufactures a large part of 
the packages and cartons in which products are dis- 
tributed. 

In recent years, the company has been compelled to 
meet increasingly keen competition particularly from 
smaller local cracker bakers along the eastern seaboard. 
This competition has taken the form of price-cutting, 
resulting in paring the company’s profit margins. More- 
over, inasmuch as the cost of raw materials, chiefly 
sugar and wheat, account for half of the company’s pro- 
duction expenses, year-to-year earnings are sensitive to 
changes in the price of these commodities. 

It was the substantially lower average cost of wheat 
and sugar last year, coupled with a rising sales trend in 
the closing months of the year, which enabled the com- 
pany to show an encouraging improvement over 1937 
results. Net last year totaled $12,799,771 compared with 
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$11,895,111 in 1937 and $12,640,077 in 1936. From earn- 
ings last year, however, the company made an extraor- 
dinary deduction of $752,733 covering a write-down of 
plants, machinery, etc. After the latter deduction, and 
providing for preferred dividends, net was equal to $1.64 
a share for the common stock against $1.61 a share in 
1937 and $1.73 in 1936. 

In addition to 6,289,448 shares of common stock, there 
are 248,045 shares of 7 per cent preferred stock out- 
standing. At the end of 1938, current assets amounted 
to $41,220,706 and current liabilities were $6,523,485. 
Dividends were paid throughout 1938 at the rate of 
40 cents a share quarterly and this rate has been con- 
tinued thus far in the current year. 

Still benefitting through lower raw material costs and 
increased sales, the probabilities are that the company 
will show about 40 cents a share for the common stock 
in the initial quarter of this year. This would compare 
with 35 cents a share shown in the corresponding months 
a year ago. This year, the gain in the physical volume 
of sales has been greater than the dollar volume, the 
latter being somewhat retarded by prices averaging from 
3 per cent to 4 per cent lower. Unless the actual out- 
break of a European war has the effect of sky-rocketing 
wheat and sugar prices, the company this year promises 
to register a further gain in earnings. At recent levels 
of around 25, the shares yield better than 6 per cent and 
would appear worthy of inclusion in an investment port- 
folio emphasizing income. 


Chesebrough Mfg. Co. 


Dividend Yield % 
$6.00 5.2 


Recent Price 
115 


Manufacturing yellow and white petroleum jellies and 
a line of petroleum medicinal products, under the well 
known trade-mark of “Vaseline,” Chesebrough Mfg. Co. 
has an exceptional background of sustained earnings and 
liberal dividends. Although the company has not been 
able to fully restore earning power of the late °20s, prof- 
its even in the worst of the depression years were sub- 
stantial, net in the years of 1932, 1933 and 1934 being 
equivalent to $6.66, $7.37 and $5.12 per share, respec- 
tively. Liberal dividends have been paid in every year 
since 1900. 

In addition to petroleum jellies, the company’s prod- 
ucts include camphor ice, mentholated petroleum jellies, 
hair tonics, oxide of zinc ointment, carbolated petroleum 
jelly and pomade, all of which are manufactured and 
distributed under the company’s familiar trade-mark. 
The company owns and operates its sources of crude oil 
in Pennsylvania. Domestic sales are handled through 
the agency of Colgate-Palmolive-Peet, and are under- 
stood to account for approximately two-thirds of the 
company’s total volume. Foreign distribution is through 
the company’s own sales organization. Plants are oper- 
ated at Perth Amboy, Pittsburgh, Montreal and London. 

In addition to marketing a moderately priced product, 
for which the replacement demand has been well sus- 
tained under all conditions, the company, from the 
standpoint of per share. earnings, has the advantage of 
an extremely simple and modest capital structure. There 
is no funded debt or preferred stock outstanding, capital- 
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ization consisting solely of 120,000 shares of capital stock. 

In 1938, the company reported a net profit of $638,514, 
equal to $5.32 a share on the capital stock, comparing 
$6.73 a share in 1937 and $7.46 a share in 1936. Although 
there are indications that the company has been meet- 
ing increasing competition in recent years, there is noth- 
ing to suggest that either its position or earning power 
is likely to be seriously jeopardized. 

Total dividends, including extras, amounted to $6.50 
a share last year, and in the first quarter of the current 
year, the company paid a regular dividend of $1.00 plus 
an extra of 50 cents. Listed on the New York Curb 
Exchange and recently selling around 115 to yield bet- 
ter than 5 per cent on the basis of the indicated $6 divi- 
dend, the shares are a worth-while medium for income 
and moderate price appreciation. 


Safeway Stores, Inc. 


Recent Price Dividend Yield % 
33 $2.00 6.1 


Safeway Stores, Inc., operates the second largest gro- 
cery chain store system in the United States, being sur- 
passed in size only by the Great Atlantic & Pacific Tea 
Co. The company’s retail organization comprises 3,227 
stores operating in nineteen States west of the Missis- 
sippi River, as well as in Maryland, Virginia, the Dis- 
trict of Columbia and five western Provinces in Canada. 
In addition to a full line of grocery products, a substan- 
tial majority of the company’s stores contain meat mar- 
kets. Wholesale activities are understood to contribute 
about 20 per cent of gross. Retail activities are aug- 
mented by extensive facilities including 76 warehouses, 
21 bakeries, 6 creameries, 6 coffee-roasting plants, 3 
meat-distributing plants, 2 mayonnaise plants, and a 
candy and syrup factory. 

Last year marked a return of the company’s earning 
power to more normal levels, following a sharp slump 
in 1937. Although net sales last year of $368,254,991 were 
substantially under the level of $381,868,220 in 1937, 
profit margins were improved through the elimination 
of price-cutting tactics and a more balanced cost ratio. 
As a consequence, net income last year rose to $4,206,781 
as compared with $3,078,047 in 1937, and $4,157,252 in 
1936. After provision for preferred dividends, net last 
year was equal to $4.02 a share for the common stock 
as against $2.62 a share in 1937 and $4.03 in 1936. Aver- 
age earnings over the past nine years have been equal 
to about $3.80 a share for the common stock. 

Several factors combine to place the shares of Safeway 
Stores in a more favorable light at the present time. 
An exteisive rehabilitation program which the company 
has been following over the past two years has resulted 
in elimination of many unprofitable units and a greater 
concentration of the company’s activities in the larger 
super-market type of store. Last year, for example, a 
total of 334 stores and 224 meat markets were closed, 
while 172 stores and 201 meat markets were added. This 
program has been beneficial in permitting greater econ- 
omy in sales and distribution. Another factor which has 
given a clearer definition of the company’s prospects is 
the rapidly receding tide of tax measures designed to 
discriminate against chain store organizations. Current 
profit margins will also be aided by lower raw material 
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costs on the one hand and, on the other, sales promise 
to be sustained by the high level of Government spend- 
ing and generally improved public purchasing power. 

Safeway Store’s capitalization consists of $13,300,000 
4 per cent debentures due 1947, 76,195 shares of 7 per 
cent preferred, 54,549 shares of 6 per cent preferred, 
23,259 shares of 5 per cent preferred and 806,624 shares 
of common stock. At the end of last year, total current 
assets were $45,725,513, including cash of nearly $12,000,- 
000, alone sufficient to cover all current liabilities which 
totaled $10,230,470 at the year-end. 

Dividends have been paid continuously on the com- 
mon stock since 1927, and disbursements last year to- 
taled $2. Currently paying at the rate of 50 cents a 
share quarterly and selling around 33, Safeway Stores 
common yields better than 6 per cent. Offering induce- 
ment of sustained earning power and a liberal yield, the 
issue invites favorable consideration at this time. 


international Business Machines Corp. 


Recent Price Dividend Yield % 
165 $6.00 plus stock 3.6 


Last year, when many another major manufacturing 
enterprise counted itself fortunate to show even a mod- 
erate profit, International Business Machines reported 
the largest earnings in its history. Previously, 1937 had 
been the peak year. Net last year of $8,660,034 was 
equivalent to $10.63 a share on 814,674 shares of capital 
stock. This compared with $8,082,513 in 1937 or the 
equivalent of $10.42 a share on 775,880 shares of capital 
stock. In addition to regular dividends of $1.50 a share 
quarterly last year, the company paid an extra stock 
dividend of 5 per cent. 

International Business Machines is a leading manu- 
facturer of specialized tabulating and sorting equipment, 
and the necessary cards and forms used for such equip- 
ment. Other products include time-recording machines, 
weighing equipment, electric typewriters, traffic record- 
ers, alphabetical printing punchers, time stamps, ma- 
chines for assorting, listing and totaling bank checks, 
etc. Products are sold in some 75 countries. Stability 
imparted to earnings is mainly the result of the com- 
pany’s policy of renting a considerable portion of its 
equipment. At the present time, revenue from the rental 
of equipment is the most important single source of in- 
come. Particularly marked has been the company’s 
stubborn resistance to recurring periods of general busi- 
ness depression. The company’s lowest year in the de- 
pression was 1933, with net of $5,736,425 which latter 
figure, however, topped the 1928 net income and was 
some 50 per cent above the average earnings of the 
years 1925-27. 

In order to obtain additional working capital for ex- 
pansion, the company in 1936 sold $10,000,000 of 3 per 
cent debentures and late in 1937, a second ‘issue of 
$5,000,000 of 314 per cent debentures was issued. These 
obligations constitute the only capital obligation ahead 
of the stock. Financial position is strong. Current assets 
at the end of last year, including over $4,000,000 in cash, 
amounted to $9,882,434 and current liabilities were 
$4,460,396. 

Foreign business is understood to account for about 
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25 per cent of the company’s volume. Hence, the chaotic 
political situation in Europe is an uncertain factor in 
the company’s current outlook. Aside from that, how- 
ever, prospects would appear to favor a further moder- 
ate expansion in earnings. Profits in the first two months 
of 1939 were approximately 714 per cent larger than in 
the same months of 1938, while sales and rentals in the 
first three months were 52 per cent ahead of those of 
the corresponding period last year. Recently selling 
around 165, the shares are about 30 points under their 
1939 high, and about 10 points higher than their cur- 
rent low of 155. The shares would appear to combine 
investment background with possibilities for important 
price appreciation, under more favorable general mar- 
ket conditions. 


General Foods 


Recent Price Dividend Yield % 
40 $2.00 5.0 


A feature analysis and discussion of General Foods 
appears on page 23 of this Macazine. General Foods 
has never shown a loss or failed to pay a dividend. 
Recently selling at 40 to yield 5 per cent, and favored 
by prospects suggesting further improvement in cur- 
rent earnings, the shares would appear to possess con- 
siderable investment appeal. 


Bristol-Myers 
Recent Price Dividend Yield % 
52 $2.40 4.6 


Bristol-Myers is engaged in the manufacture of pro- 
prietary drugs, dentifrices, cosmetics, etc., demand for 
which is such as to give all well-established concerns in 
this field a considerable immunity from sharp fluctua- 
tions in volume. The best known and principal Bristol- 
Myers products include “Sal Hepatica,” “Ipana Tooth- 
paste” and “Ingram’s” creams. 

Some measure of the apparent stability of the com- 
pany’s activities is indicated by the fact that earnings 
over the past nine years have averaged $3.25 a share, 
with the highest earnings being equivalent to $3.69 a 
share in 1931, and the lowest being equal to $2.82 a share 
in 1934. Last year, although sales were moderately lower 
than in 1937, net of $2,217,810, compared with $2,197.- 
947 in 1937, was equal to $3.25 a share as against $3.21 
a share in the previous year. Recent reports indicate 
that the company’s sales in the initial quarter of the 
current year were some 10 per cent higher than in the 
corresponding months of 1938, on which basis, the prob- 
abilities are that per share earnings will approximate 
95 cents a share, compared with 87 cents a share earned 
in the initial three months of last year. 

In addition to well sustained earnings, Bristol-Myers 
has pursued a generous dividend policy. Annual pay- 
ments of $2.40 a share in 1936 and 1937 were augmented 
by an extra of 20 cents. Last year, only the regular rate 
was disbursed and payments thus far in the current year 
have been at the rate of 60 cents quarterly. The com- 
pany has no funded debt or preferred stock outstand- 
ing, capitalization, consisting solely of 682,886 shares of 
stock. Current assets at the (Please turn to page 50) 
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As the Trader Sees Today's Market 


Prices Fluctuate 24 Hours A Day 


BY FREDERICK Kk. DODGE 


i market came under the spell of European events 
in the middle of March and for a considerable time after 
that gave a good demonstration of its ability to move 
even when closed. With five hours difference in time 
between New York and London much of the news de- 
veloping on the other side came when our market was 
not in session and could not immediately register its fears 
or hopes. To a Londoner the New York Stock Exchange 
opens at three in the afternoon and closes at eight in the 
evening, with the result that developments of the pre- 
ceding night and most of the business day are piled up 
to be digested and have their effect on the opening sales. 

The accompanying chart depicts the movements of 
the averages in the five trading hours contrasted with 
the balance of the day and night. Black lines in the 
white columns record gains or losses during trading 
hours; white lines on black background show changes 
between the closing of one session and the opening of 
the next. It is easily seen that prices are sensitive to 
many other influences than those originating in board 
rooms or on the floor, although the existence of a war 
crisis makes this period somewhat abnormal. 

The period shown divides itself into two sections, one 
where good and bad news tended to alternate, say up 


until the twenty-ninth of March, and the next ten days 
when the trend was definitely downward. Considering 
only the first eight days, the fluctuations during trading 
sessions were far less than those outside market hours. 
Gains and losses between the openings and the closings 
totaled 6.64 points as against 10.66 points between clos- 
ings and openings, and as against a total of daily move- 
ments for the market during the eight days of only 11.23 
points. Another surprising thing—during its sessions 
the market lost 6.40 points and gained only 0.24, where- 
as the gains outside of trading hours outweighed losses 
by 7.24 to 3.42 points. 

If it may be concluded that an “up” opening after a 
loss the day before is in part due to European trading in 
American stocks before our market opens, then confi- 
dence in our issues persisted in London and Amsterdam 
for a considerable time after it had given place to jitters 
here. This is borne out to a certain extent by the rela- 
tively stout resistance offered by the English market 
averages during the most recent crisis. The fact that 
overnight gains were time after time dissipated by the 
day’s trading is also some confirmation of the view that 
the dip shown in the latter part of the chart was due 
more to domestic than to foreign nervousness. 
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Machine Tool Makers Active 


Shipments of machine tools in the 
first quarter about doubled last 
year’s volume for the period and the 
industry continues active despite 
signs of slackening elsewhere in the 
general business picture. An easing 
off of demand from the motor mak- 
ers over the next month or two will 
probably be offset by increased tak- 
ings of the aircraft companies. A 
significant development is the in- 
creasing importance of domestic 
sales in relation to foreign business, 
reflecting in part acceleration of this 
country’s armament program. Come 
war or peace, prospects are that the 
machine tool industry will extend 
its gains in coming months. 


Air Travel Gaining 


While aircraft manufacturers con- 
tinue to occupy the center of the 
stage on the strength of record sales 
and earnings prospects over the re- 
mainder of the year, the other 
branch of the industry, air trans- 
port, is also giving a pretty fair ac- 
count of itself in comparison with 
the showing of prior years. Passen- 
ger traffic scored a sharp seasonal 
vise in March, gaining about 40% 
over February and 25% over March 
a vear ago. Even better progress is 
reported thus far in April. Ameri- 
can Airlines, only transcontinental 
line to report a profit in 1938, con- 
tinues to make the best relative 
showing and probably about broke 





Courtesy Douglas Aircraft, Inc. 


One of the big Douglas transports under construction. 
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For Profit and Income 


even in the first quarter of 1939 as 
compared with an estimated loss a 
year ago of $200,000. 


Farm Equipments Act Well 


Though scores of issues have pene- 
trated their 1938 bear market lows 
within the last few weeks, and a 
great majority of listed shares have 
gone through levels reached in the 
September war scare decline, one or 
two of the leading farm equipment 
stocks have been holding up rela- 
tively well. Harvester and Deere 
are examples, having met success- 
ively higher resistance levels in 
both the Munich drop and the re- 
action that began a little over a 
month ago. Judging from market 
action alone, these issues may well 
be in the van of any recovery that 
might develop from here, which 
would compensate somewhat for 
their comparatively poor perform- 
ance during the June-November 
rise last year. The question of sea- 
sonal movements among individual 
industry groups is a much mooted 
one but, for what it is worth, the 
farm equipments are now coming 
into their best sales period of the 
year. 


What Price Copper 


The unusually wide spread be- 
tween domestic and export copper 
prices that prevailed earlier in the 
year was reduced in the closing days 
of March when leading domestic 
smelters cut quotations from 1114 
to 1034 cents a pound. A new anom- 
aly arose, however, in the form of a 
split domestic price as primary pro- 
ducers failed to follow the smelters’ 
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lead. After two weeks of this, pro- 
ducers got in line but no sooner had 
they done so than smelters again 
dropped the price, this time by 
4, cent to 10% cents a pound. A 
split price again prevails. But to 
cap it all off, neither quotation 
means much since, at present low 
levels of demand, the secondary or 
outside market is quite capable of 
meeting buyers’ requirements and 
is doing so at prices of less than 
1014 cents. 


Better Yields Available 


War-frightened selling of securi- 
ties in recent weeks has not un- 
settled the bond list to the same 
extent it has the stock market. 
However, many corporate obliga- 
tions are now well below their mid- 
March highs. Topnotch bonds for 
the most part are off only slightly 
but considerably wider price conces- 
sions are available among medium 
grade and speculative issues. To 
name but a few, these include Al- 
lied Stores 414’s of 1951, Industrial 
Rayon 41%’s of 1948, Jones & 
Laughlin 414’s of 1961, Purity Bak- 
ery 5’s of 1948, Republic Steel 4146's 
of 1956, Simmons Company 4’s of 
1952, Vanadium 5’s of 1941, and 
Wheeling Steel 414’s of 1966. 


B. M. T. Purchase Terms 


The $175,000,000 gross purchase 
price which New York City pro- 
poses to pay for the properties of 
the B. M. T. system is to be split 
as follows: $148,000,000 for the 
B. M. T. rapid transit lines and 
power facilities and $27,000,000 for 
the street railway and bus lines of 
the cempany’s B. Q. T. subsidiary. 
Including assets to be retained by 
the parent concern and the distri- 
bution it will receive on its B. Q. T. 
share holdings, $159,438,655 will be 
available for B. M. T. security hold- 
ers after allowance for transfer taxes 
and other expenses incidental to the 
deal. Of this sum, $102,600,000 is 
to be applied to the retirement of 
B. M. T. bonds at a price of 95, 
$21,043,450 to the Brooklyn Union 
Electric and Kings County Electric 
bonds at 95, and $16,215,420 to 
B. M. T. preferred at 65—leaving a 
balance of $19,579,785 or $26.60 per 
share for the B. M. T. common 
stock. Since the common and pre- 
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Developments in Companies Recently Discussed 


If reported results bear out prelimi- 
nary indications, General Motors en- 
joyed the most profitable first quarter 
since 1929. Per share earnings are esti- 
mated to have been in the neighborhood 
of $1.20 as compared with 14 cents last 
year and 99 cents in the initial three 
months of 1937. Wider profit margins 
were due not only to much lower labor 
costs per unit of output but also to in- 
creased operating efficiency as a result 
of technological improvements. 


Operating results of Flintkote, first of 
the major building materials companies 
to report March quarter earnings, re- 
flect active conditions. Net income of 
the first thee months of 1939 amounted 
to $102,494, or 15 cents a share, against 
net a year ago of $3,397. Increased de- 
mand from the building industry was 
only part of the story, however, for the 
company's asphalt and asbestos prod- 
ucts find extensive use in the automotive 
and industrial fields which also contrib- 
uted importantly to the gain in sales 
volume. 


In the event of war, all but two of 
Houdaille - Hershey's plants could be 
readily converted for the production of 
vital materials, it was revealed at the 
company's recent annual meeting. Mean- 
while, earnings are running substantially 
ahead of a year ago, amounting to 38 
cents a share on the Class B stock for 
the quarter ended March 31, 1939, as 


compared with a deficit of 10 cents in 
the same period of 1938. 


First quarter earnings of Celanese 
amounted to between 40 and 50 cents 
per common share after allowance for 
dividend requirements on the prior pre- 
ferred and participating preferred is- 
sues, as contrasted with a deficit of 
about that amount in the first three 
months of 1938. Among the new prod- 
ucts that will be produced at the com- 
pany's Pearisburg, Virginia, plant, now 
under construction, is a new yarn of 
four or five times the strength of pres- 
ent yarn and expected to find consider- 
able use in the manufacture of hosiery 
and tire fabrics. 


Excluding its German business, United 
Fruit earned $1.21 per share before 
taxes last quarter against 87 cents a 
year ago. Better control of insect dam- 
age on the company's b planta- 
tions was instrumental in bringing about 
the improvement. Dividend payments 
thus far in 1939 have amounted to $2 a 
share; a total of $3 was paid in 1938. 





Purchased receivables of Commercial 
Credit have shown some increase since 
the beginning of the year but not enough 
to lift earnings to last year's level. It 
is doubtful if the company much more 
than covered its $1 quarterly dividend 
in the three months ended March 31, 
1939, whereas earnings in the initial 
1938 period amounted to $1.48 per share. 





ferred issues are currently selling at 
about 11 and 88, respectively, own- 
ers would probably do well to hol«d 
on. Though consummation of the 
deal depends on final approval by 
the city’s Board of Estimate and 
the directors of the companies in- 
volved, and on approval of holders 
of 90% of the senior obligations and 
two-thirds of the common. stock, 
prospects are that purchase and 
payment will be effected before the 
end of the year. 


All Ears 


The Eastman Kodak rights, en- 
titling stockholders to purchase at 
a price of 12714 one additional share 
for every ten shares held, expire 
April 27. Holders who plan to exer- 
cise their rights should delay doing 
so until the last day or two before 


expiration since there is nothing to 
be gained by acting earlier and, in 
view of present market conditions, 
it is not inconceivable that the stock 
may be available in the open mar- 
ket at less. than: the - subscription 
price before April 27. * * * Practi- 
cally none of the major investment 
trusts did any important selling 
prior to the market decline that be- 
gan around mid-March. One or two 
that showed increased cash holdings 
on March 31 are believed to have 
sold only a day or two before the 
statement date. * * * Retail sales 
of automobiles held up surprisingly 
well in March, particularly in the 
last ten days of the month. * * * 
Office equipment and movie stocks, 
because of their heavy dependence 
on foreign markets, have been tar- 
gets of selling in recent weeks. Also, 
(Please turn to page 48) 
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The Personal Service Department of Tue Magazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Warner Bros. Pictures, Inc. 


Do you regard Warner Bros. common as 
a promising speculation? I hold 100 shares 
at 16. Do you estimate that earnings for the 
first quarter will be accelerated substan- 
tially now that feature film production sched- 
ules have been increased and in view of the 
advantage of lower operating costs and im- 
proved consumer purchasing power?—G. S., 
Los Angeles, California. 

The latest reported consolidated 
income statement of Warner Bros. 
Pictures covers the thirteen weeks 
ended November 26, 1938. This re- 
port shows earnings of less than one 
cent a share on the common stock 
and represents a poor comparison 
with the 42 cents a share earned for 
the thirteen weeks ended November 
27, 1937. Estimates of earnings for 
the twenty-six weeks ended Febru- 
ary 25, 1939, range from 25 cents to 
30 cents per common share. The 
financial problem presented by the 
$29,400,000 of 6% convertible deb- 
entures which mature September 1, 
1939, is being ironed out satisfactor- 
ily. Last year, debenture holders 
were requested to accept new 6% 
debentures maturing in 1948. The 
new debentures will not be con- 
vertible and thus success of the plan 
will remove the threat of dilution of 
the common stock. Allowing for 
open market purchases of the deb- 
entures by the company, indica- 
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tions are that deposits in favor of 
the plan have reached the 75% nec- 
essary to put the plan into effect. 
The deposit period had been ex- 
tended to May 1, 1939. Arrange- 
ments are said to have been made 
for bank credit of $6,000,000 for 
buying or retiring debentures not 
deposited. The problem of eliminat- 
ing dividend arrears of approxi- 
mately $26 per share of preferred 
may be handled by offering holders 
of the $3.85 preferred a new issue of 
$5 preferred. Successful solving of 
financial problems, lower amortiza- 
tion costs, better quality pictures 
and greater public spending power 
should lead to improved earnings on 
the common, retention of which is 
suggested on a speculative basis. 





American Brake Shoe & Foundry 
Co. 


In my investment portfolio are 100 shares 
of American Brake Shoe that cost 70. Do 
you advise me to continue to hold? Are sub- 
stantially increased earnings in prospect? I 
notice that railroad income is well above last 
year and other industries served are also 
reporting expanding operations. Are higher 
dividends expected?—G. G. S., Los Angeles, 
California. 


American Brake Shoe’s 1938 op- 
erations produced net income of 
$1,080,719, a rather sharp but ex- 


pected decline from the $3,410,798 
net reported for 1937. After pre- 
ferred dividend requirements, the 


balance was equal to $1.03 and $4.01, | 


respectively, per common share. 
The 1938 year-end balance sheet 
revealed the usual strong financial 
condition. The company has con- 
tinued the practice of branching out 
into new but related fields. The 
most recent step in this direction 
involved the purchase of Kellogg 
Compressor Mfg. Corp., which makes 
a complete line of air compressors 
for use in garages, service stations 


and industrial plants, together with | 


a line of spray painting equipment, 
complete line of small refrigerator 


units, water coolers and domestic | 


i gs 





refrigerators. However, Brake Shoe | 
is by no means neglecting its chief | 


income producer in the railroad di- 
vision, brake shoes for raffroad cars. 
Capital outlays were heavy in 1938 
for modernization of plants and 
building improvement, but expen- 
ditures this year are expected to be 
larger and will include funds for 


- 


rer 


erection of a plant for the manufac- | 
ture of A-B-K, a new non-metallic | 


bearing. Brake Shoe’s research de- 


partments have made excellent prog- | 


ress in developing new products, 
including reinforcements for both 
locomotive and freight car shoes and 
a carbon insert shoe for high speed 
trains. Earnings prospects for the 
current year are better. Shipments 


of the company for the first two 7 
months of this year gained about 


16% over the corresponding period 
of last year. Improvement was 


registered chiefly in lines outside | 
the railroad field, but the latter pos- | 
sesses substantial potentialities. A / 
great many roads, because of finan- | 
cial difficulties, have reduced ex- | 


penditures for maintenance and 


equipment during the past few years. | 


Continuation of the recent improve- 
ment in railroad earnings should 
eventually result in substantial or- 
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ders for brake shoes. As a long 
range holding the common stock 
possesses considerable attraction and 
on that basis we believe retention 
advisable. 





Sears Roebuck & Co. 


How would you counsel a stockholder of 
50 shares of Sears Roebuck bought at 96%4? 
In view of improvement in retail sales, do 
you forecast extraordinary earnings gains 
from the enlarged store division which con- 
tributed more than 62% of the company’s 
total business last year? Is the new lower 
price range Spring and Summer catalogue 
stimulating mail order sales?—E. B., Boston, 
Mass. 


Sears Roebuck’s sales for the fis- 
cal year ended January 31, 1939, 
experienced a decline of less than 
7%, but the margin of profit fell to 
5.86% from 7.61% for the previous 
twelve months. Nevertheless, earn- 
ings of $4.17 per capital share last 
year, compared with prior year re- 
sults of $5.58 per share, were not 
disappointing in view of the unfa- 
vorable economic conditions which 
prevailed. The close of the last 
fiscal year saw the company in the 
best working capital position yet at- 
tained. Cash and marketable 
curities combined were nearly equal 
to total current liabilities, reflecting 
reductions in inventories and_re- 
ceivables and new money from sale 
of stock a year ago. Working capi- 
tal has heretofore been held down 
by a liberal dividend policy and by 
the expansion of retail store prop- 


se- 


erties. About 500 stores are cur- 
rently in operation, with others 
planned. These stores now produce 


a much larger percentage of earn- 
ings than the mail-order division. 
Further expansion should increase 
the percentage. An important rea- 
son for the increase in these stores 
has been the low level of farm in- 
come which has kept catalog sales 
to a minimum, despite larger catalog 
distributions. The new Spring and 
Summer issue, however, appears to 
be getting good results due, no 
doubt, to the fact that prices in this 
catalog are 3.6% below a year ago. 
Current year prospects are bright- 
ened by the 14.5% sales increase 
registered in the eight weeks to 
March 26, 1939, but no extraordi- 
nary earnings gain is anticipated. 
For income and appreciation the 
stock may be considered among the 
most promising cyclical equities and 


although the dividend rate is not 
likely to be increased over the near 
term, the issue is worth holding. 





American Can Co. 


I have read that the new paper container 
division of American Can has greatly aug- 
mented sales of the company. Will the pro- 
posed expansion of this branch materially 
enhance earnings? Has there been any no- 
ticeable volume attained in the glass division? 
Should I continue to hold 100 shares that 
cost 120 in my investment account?—H. H., 
Milwaukee, Wisconsin, 


Rebates to customers and a sales 
decline of nearly 10% in 1938 caused 
American Can’s earnings to drop to 
$4.35 per common share against 
$6.08 reported for 1937. Of the two 
factors resulting in lower 1938 earn- 
ings, the rebates were probably the 
chief offender. Price cutting de- 
veloped in the tinplate industry last 
year and the company passed along 
to customers the benefit of this rate 
cut. Unfortunately, American Can 
had to absorb this price reduction on 
‘ans made from inventories pur- 
chased at higher prices. The com- 
pany has not revealed the amount 
of the rebates, but estimates of 
around $4,000,000 would mean $1.62 
per common share. Adding the lat- 
ter to actual earnings of $4.35, would 
have meant earnings of $5.97 per 
share, or only 11 cents a share less 
than per share results for 1937. The 
sales decline in 1938 was due chiefly 
to a decrease in packers cans; gen- 
eral line can sales compared well 
with those of 1937. Operations of 
the paper container division last 
year were reported as very satisfac- 
tory and it is significant that the 
company is adding to the facilities 
of this branch. Despite reports of 
substantially higher sales in the first 
two months of 1939, no satisfactory 
predicition of earnings can be made 
at this early stage since 50% of sales 
are made from mid-Summer to early 
Fall. Finances remain strong and 
working capital position has been 
enhanced by the recent private sale 
of $10,000,000 of debentures, pro- 
ceeds of which will be used for ex- 
pansion purposes. This transaction 


leaves the equity of the common 
stock undisturbed and although 
ranking junior to the debentures, 
the shares should eventually benefit 
from higher earnings as a result of 
larger plant capacity. Representing 
a company in a so-called depression- 
proof industry, the semi-investment 
common is suitable for inclusion and 
retention in any well rounded port- 
folio. 





Glidden Co. 


Should I continue to hold 150 shares of 
Glidden common at 50%? The action of the 
stock has heen very discouraging and I would 
appreciate your advice. I read recently where 
all divisions are operating well ahead of a 
year ago but is this sufficient to offset the 
drop in income from lower prices for food 


products?—C. G. F., Chicago, Il. 


Glidden Co.’s wide diversification 
of products may be grouped under 
the following three general divi- 
sions: food products, representing 
about 40% of invested capital; paint 
and varnish, representing another 
40% and the chemical and pigments 
division in which about 15% of cap- 
ital is invested. The food division, 
the only profit-maker in 1938, was 
entirely responsible for the modest 
net income of $205,597 which, after 
deduction of preferred dividend re- 
quirements, left a deficit equivalent 
to 29 cents a share of common. This 
compares with profits equivalent to 
$2.62 per common share in 1937. 
The unfavorable showing last year 
was due chiefly to the business re- 
cession covering most of the period. 
The food division was no doubt 
aided substantially by wider profit 
margins by reason of lower com- 
modity prices. Earnings in the cur- 
rent fiscal year are off to a good 
start. Operations in all divisions 
are reported steadily increasing and 
profits for the first quarter ended 
January 31 are believed to have ex- 
perienced a good recovery. Paint 
and varnish sales in the initial quar- 
ter were 13% above those a year 
previous. Generally lower prices are 
now in effect on most food prod- 
ucts, but the gain in volume should 
largely offset the reduced profit mar- 
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gin. Further earnings aid should be 
derived from operating economies 
effected last year, which should tend 
to widen the profit margin. An in- 
teresting potential income producer 
is being developed by Glidden. This 
is a synthetic wool made from soya 
beans. In the event the manufac- 
ture of this product becomes com- 
mercially feasible, there should be a 
wide market particularly in the au- 
tomobile upholstery field. The com- 
mon stock is currently not receiving 
dividends, but the substantial earn- 
ing power of the company under 
more normal conditions lends at- 
traction to the issue and we counsel 
maintenance of commitments. 





National Dairy Products 


I hold 200 shares of National Dairy that 
cost 244%. In view of the improvement in 
1938 earnings would you consider this stock 
undervalued at its present price? How does 
the voiding of the Rogers-Allen Act, doing 
away with government price-fixing of milk in 
New York, affect the outlook? Your advice 
will be greatly appreciated —K. L. M., De- 
troit, Michigan. 


Though net sales of National 
Dairy Products for 1938 of $334,- 
375,217 were lower by some 4.7% 
than for the preceding year, the 
company was able to report an in- 
crease in net income, which was 
equivalent to $1.70 a share, as com- 
pared with $1.53 in the year before. 
The gain in income was made possi- 
ble partly through economies which 
have been put into effect and partly 
by the higher level of sales of such 
products as cheese and ice-cream. 
In looking to the probable future of 
the organization, consideration must 
be given to its three most impor- 
tant products—fluid milk, ice cream 
and cheese. Sales of milk hold rela- 
tively well, fluctuating little in pe- 
riods of depression or prosperity, but 
profit margins are tending to narrow 
due to lower prices and political in- 
terference. Recent price cuts in the 
metropolitan area of New York City 
are not expected to have any great 
affect on total earnings, as some of 
the loss should be offset by higher 
consumption. Sales of ice cream 
and cheese, however, do vary with 
changing business conditions, as 
these items are more or less of a non- 
necessitous nature. Profit margins, 
in addition, are wider, and are be- 
coming increasingly important from 
an earnings standpoint. Given a 


period of higher consumer purchas- 
ing power, sales of ice cream and 
cheese should increase and improve 
the profit outlook. The company 
has been experimenting with the pos- 
sibility of making synthetic wool 
from casein, an important ingredient 
of milk. Should these experiments 
prove successful, production may 
later be put on a commercial basis. 
It is expected that casein wool will 
have wide uses and its cost will be 
low. Longer range profit potentiali- 
ties of this product are interesting. 
Financial position at the year-end 
was very satisfactory, current assets 
of $64,823,554 being well in excess of 
current liabilities of $24,949,144, 
the former including cash of $16,- 
840,571. Dividends, at an indicated 
annual rate of 80 cents per share, 
are less than one-half of last year’s 
earnings and at present prices for 
the stock, afford a reasonable yield. 
For current and prospective earn- 
ings, National Dairy Products would 
certainly not seem to be overvalued 
and we recommend its retention. 





Mathieson Alkali Works, Inc. 


I hold 60 shares of Mathieson Alkali at 
401%. Do you expect first quarter earnings 
will reflect the improved conditions in glass, 
rayon, soap, paper, petroleum and other in- 
dustries it serves? Do you advise me to 
continue to hold for income and price en- 
hancement?—O. J., Seattle, Washington. 


The principal products of Mathie- 
son Alkali are soda-ash, caustic soda 
and chlorine. The first two are used 
quite extensively in such industries 
as the glass, soap, petroleum, tex- 
tile and rayon, while chlorine is wide- 
ly used in the paper and textile in- 
dustries and is also purchased in 
considerable quantities by munici- 
palities for water purification pur- 
poses. Thus, sales, while holding up 
relatively well from year to year, do 
fluctuate in line with activity in 
such fields as those mentioned above. 
In addition, recent years have wit- 
nessed the increasing importance of 
certain special products, such as 
sulphide bichloride, hypochlorides, 
dry ice and fused alkali. The main 
plants are strategically located with 
regard to sources of supplies and 
also in relation to large industrial 
markets. The new southern plant, 
completed in 1935, has not yet con- 
tributed to profits, but the selling 
territory gives promise of longer 


range potentialities. Lower volume 
of sales during 1938 resulted in some- 
thing of a reduction in earnings, 
which were equivalent to $1.01 per 
share as against $1.81 per share in 
the preceding year. It is worth not- 
ing, however, that fourth quarter 
results showed considerable im- 
provement over the corresponding 
period of the preceding year. With 
higher levels of activity in the first 
quarter for industries served, earn- 
ings of this company should con- 
tinue to reflect improvement.  Fi- 


nancial position at the year-end was [ 


satisfactory, current assets totaling 
$4,177,350, including cash of $1,116,- 
310, the latter in itself well in excess 
of total current liabilities of $678,- 


790. Dividends will likely continue 
liberal, but increases will have to F 
await a higher level of earnings. At 
current prices for the stock, how- [ 


ever, a reasonable yield is afforded. 
The outlook is favorable to higher 
earnings over coming months and, 
in our opinion, the issue merits re- 
tention for income and at least mod- 
erate price appreciation from these 
levels. 





Sun Oil Co. 


Should I continue to hold 75 shares of Sun | 
Oil acquired at 7434? Are higher oil prices | 
in prospect, now that the Spring automobile | 
season is underway and in view of the in- | 
creased demand for oil for aircraft and naval | 
use? How is the Company’s subsidiary, Sun | 


Shipbuilding Co., contributing to earnings? 


Is the company’s 30% interest in the Houdry © 
Process Corp. proving profitable?—L. M., 


Washington, D. C. 


Sun Oil Co. and subsidiaries § 
earned a net profit of $3,085,119 in| 
1938 as against $9,544,085 a year) 
previous. These results were equal | 
to $1.07 and $3.86, respectively, per | 
share of common stock. The com-| 
pany’s experience last year tallied | 
with the general run of oil concerns, | 


earnings having been affected by a 


generally weak price structure, de-/ 


spite maintenance of a high rate of 


consumption. Nevertheless, hope is | 


held that current year results will 
register improvement. The statis- 


tical position of the industry is mod- | 


erately better than a year ago and 
a more satisfactory price structure 
is promised. Aside from its activi- 
ties as a well integrated unit in the 
petroleum industry, Sun Oil is cur- 
rently deriving substantial benefits 
(Please turn to page 52) 
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Substantial Profits on Small Capital! 


Exceptional Short-Term Profit Possibilities Now 


Developing in Low - Priced Common Stocks 


OUND common stocks, low and 

moderate in price, form our 
Unusual Opportunities Program. 
Price alone, however, is not enough. 
On account of this very factor, all 
issues considered have to be listed 
on the New York Stock Exchange 
and pass a rigorous test made by 
our analysts. 


Every stock approved must have a 
sound capital structure, outstand- 
ing earnings prospects and enjoy 
a broad market. The company 
must be ably managed and rep- 
resent an industry that has a prom- 
ising future. Above all, the issue 
must hold unusual price appreci- 
ation possibilities. 


Only $1000 Required . . . This Unusual Opportunities 
Program is one of the most popular provided by THE 
FORECAST. With $1000, it may be followed in 10 share 
lots on an outright basis. Of course, with a larger amount, 
you may proportionately increase your operating unit. 








Take Advantage of 
This Situation! 


The recent severe reaction has 
driven many low-priced stocks to 
their lows of October 1937 and 
March 1938. 


Such stocks. usually in weak hands, 
sell off drastically in the early 
stages of a decline. Many, due to 
necessitous selling, are carried 
down to extreme bargain levels and 
establish new bases long before 
the general market. 


These selected issues are among 
the first to rebound sharply and 
show substantial percentage gains. 








scriber . . 


The maximum number of stocks carried at one time is five. 


Capital or collateral goes a long way in taking advantage 
of these low and moderate priced opportunities. 


Profits of 5 to 10 Points... In 


ary phase, many selected stocks that meet our Unusual 
Opportunity qualifications sold down within our price 


the recent 


by mail . . 


reaction- 


2 Stocks Selected . . . Two 


. averaging around |2.. 
They wili be recommended +o you as a FORECAST sub- 


pervision and we shall advise you . 


Throughout the sharp 30 
point decline, these issues have 
been reanalyzed. From_ this 
group, our recommendations will 


limit. 


be made as new bases are estab- 
lished. Temporarily quoted under 
15, these stocks can rebound into 
the 20-25 price range. 


Consequently, profits of 5 to 10 
points should be quickly available 
in such issues. They should prove 
most profitable mediums for the 
replacement of present holdings 
that face a dubious outlook. You 
may switch 25 shares of a stock 
around 30, into 50 of a stock at 
15, and materially enhance your 
profit prospects. 

Unusual Opportunities 
. are now being considered. 


. when our market technicians feel that the 
most advantageous time for you to buy has arrived. 


Commitments will then be kept under our continuous su- 


. . by telegram and 


. when to close them out and whether to keep 
your funds liquid or make new purchases. 


Mail the coupon below to take an advantageous position 
in these two Unusual Opportunities. 
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start at once but date [] UNUSUAL 
from June 1 OPPORTUNITIES 
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ADVICES 


We serve only in an advisory 
capacity, handle no funds or 
securities and have no finan- 


L] BARGAIN 


through counsel to minimize CITY 
losses and secure profits. 








cial interest in any issue or INDICATOR 
brokerage house. Our sole 
objective is the growth of NAM icc cosnsteoven 
your capital and income ADDRESS .............. 


Private Code after our Code Book has had time to reach you.) 


Low priced Common Stocks for Market Appreciation. Two or three wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


Active Common Stocks for Short Term Profit. Two or three wires a month, 
on average. Maximum of five stocks carried at a time. $2,000 capital suf- 
ficient to buy 10 shares of all recommendations on an outright basis, 
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Making Packaged Foods Pay 





(Continued from page 25) 


spirited advertising campaign on a 
national scale. The company’s re- 
sourcefulness in the field of sales- 
manship in the past has been rather 
convincingly demonstrated. 

General Foods, it should be re- 
marked, operates in one of the most 
highly competitive fields, bidding for 
the consumer’s dollar. In such a 
field it is not easy to attain a domi- 
nant position and once attained it is 
harder to hold. The company must 
meet not only the competition of 
products of other large food com- 
panies but it must also compete with 
scores of private brands, particularly 
those distributed through chain 
store channels. To meet this com- 
petition, General Foods’ products 
are priced competitively, quality is 
emphasized and between $10,000,000 
and $12,000,000 is spent annually 
for advertising. This is a big adver- 
tising bill in any man’s business— 
some companies don’t even earn 
10% of that figure in a year—but 
judging from results such a huge 
outlay is justified. The company, 
in addition, maintains a large re- 
search staff and testing laboratory 
which has been responsible for many 
new developments in the company’s 
products, as well as improved pack- 
aging ideas. During the past two 
years General Foods spent $10,000,- 
000 in new plants and equipment and 
the current budget calls for capital 
expenditures totaling $6,750,000. 
That the company has developed a 
highly successful formula is borne 
out by its impressive record of earn- 
ings under all conditions—good and 
bad. That its competitive position 
has not only been safeguarded but 
strengthened is indicated by the 
1937-38 showing. 

Last year, which it will be recalled 
was not a particularly good year for 
business generally, brought General 
Foods the largest sales volume in 
its history—the largest sales both in 
tonnage and dollars. Sales in every 
quarter of 1938 except the first ex- 
ceeded the volume of any similar 
quarter of previous years. Canadian 
and export sales also showed the 
largest volume in the company’s 
history. 

Net sales last year came to a total 


of $135,221,301 against $133,126,506 
in 1937. 

Net profits were $13,577,075 or 
$2.50 a share for the common 
stock, compared with $9,206,295 or 
$1.75 a share in 1937. In the latter 
year, however, last quarter opera- 
tions resulted in a loss owing to the 
necessity of making large inventory 
write-downs. Earnings in 1938 were 
15.7% higher than the 1935-36-37 
average. Dividends paid to common 
stockholders last year totaled $10,- 
502,880, or at the rate of 50 cents a 
share quarterly and the same as 
were paid in 1937. 

At the close of 1938 total assets of 
General Foods amounted to $89,- 
000,000. Current assets, including 
nearly $14,000,000 in cash, amounted 
to $43,203,547, and current liabilities 
were less than $11,000,000. About a 
year ago the company issued 150,000 
shares of $4.50 preferred stock at 
$101, proceeds being used to finance 
the company’s expansion program, 
particularly in the frosted foods divi- 
sion. This preferred issue is the only 
capital obligation ahead of the 
5,251,440 shares of common stock. 


In 1938 General Foods common 
had a price range of 403% and 22%, 
while in 1937 the high was 4414 and 
the low 284%. This year the shares 
have sold as high as 4244 and as low 
as 36°%, and as this is written are 
quoted somewhat under 40. Even 
at the topmost of these ranges the 
shares offered a yield of 4.5%, which 
may be regarded as exceptionally 
liberal, in the face of the generally 
low investment return which has 
been available in recent years. It is 
true, of course, that the shares do 
not hold out the same inviting 
promise of substantial price appre- 
ciation that many of the common 
stocks identified with more volatile 
industries do. But on several occa- 
sions during recent years just when 
these promises seemed brightest 
they proved to be almost mythical. 
Meanwhile, earnings of General 
Foods were holding in a more cir- 
cumscribed range—but they were 
holding and the company was pay- 
ing regular dividends. Even in the 
years 1933-35 common stockholders 
received $1.80 in dividends. 

Recently, however, investors have 
been leaning more and more toward 
issues which, although more staid 
marketwise, afford greater assurance 
of dependable earnings and divi- 
dends. For these investors the 


shares of General Foods are well — 
qualified. 
At the present time, when clouds ~ 
are appearing on the business hori- 
zon, there is nothing to suggest any- 
thing approaching a serious setback | 
in the current sales and earnings of © 
General Foods. Public purchasing 
power, or at least that portion of it 
which is expended for food, with the 
aid of Government spending will 
suffer little diminution. Raw ma- 
terial prices, which are an important 
factor in any company forced to 
carry an inventory the size of Gen- 
eral Foods’, are low and, so far as 
can be determined from the existing 
supply-demand ratio, likely to re- 
main so for some months to come. 
All in all it appears safe to make 
even a long range prediction that 
the company will earn upwards of 
$2.40 a share this year, which at 40 
should make the shares an eminently 
satisfactory investment. 





World Events Spur Gold 
Stocks 





(Continued from page 29) 


By and large, though, there are 
probably better and surer hedges 
against an outbreak of hostilities 
than the gold shares, even though 
the latter have held up unusually 
well during the war-frightened sell- 
ing of the past few weeks. To say 
that gold mining profits will be 
maintained during a war period re- 
quires one or two rather broad 
assumptions of the sort mentioned 
above, whereas, in the case of many 
industrial concerns, it need only be 
assumed that this country will not 
become immediately embroiled and 
that exports to the European democ- 
racies will not be unduly restricted 
by neutrality legislation. And as 
matters now stand, the latter as- 
sumptions seem fairly feasible. 

In summation, it would appear 
that a properly diversified invest- 
ment in seasoned gold mining 
equities, while not demonstrably 
effective as a war hedge, might be 
justified on a yield basis or as a 
means of preserving capital during 
a normal cyclical decline in general 
business activity, particularly if this 
should assume such proportions as 
to suggest the imminence of further 
monetary devaluation. 


40 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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BUSINESS ACTIVITY 


(M.W.S. INDEX) 








CONCLUSIONS 











INDUSTRY—Near future beclouded 
by coal shutdown and war threats. 











TRADE — Early Easter widens sales 


gains over last year. 














COMMODITIES—Hides and metals 


soften. 





1923-25=100 





MONEY AND CREDIT—Commercial 


loans and long term investments gain. 




































































Up to present writing there is little tangible BUS INESS CREDIT 


evidence that the European crisis has hurt busi- 
ness appreciably in the United States. True, 
the Business Activity Index has dipped a 
little recently, and will probably sag farther 
during the remaining weeks of April; but this 
temporary check to recovery springs as much 
from domestic sources as from the blustering 
of European war lords. Three-fourths of the 
nation's soft coal mines are now closed pend- 
ing an agreement between workers and oper- 
ators in the Appalachian region; topheavy in- 
ventories in the cotton textile industry may 
lead to temporary curtailment of production; 
and there is a threat of labor trouble in the 
automobile industry, where the newly reorgan- 
ized U. A. W. plans to resume efforts to union- 
ize Ford and to make demands upon the entire 
industry for a 30-hour week at 40-hours’ pay. 
These are transient disturbances without bearing 
upon the longer range industrial outlook, which 
still remains favorable. 
ee * 


Viewed unemotionally, it looks as though 
Europe has about reached the end of its ability 
to paralyze American business initiative. Should 
major hostilities break out, it would be several 
years—if at all—before we could be drawn in. 
Europe on a war footing consumes more than 


(Please turn to next page) 
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Business and Industry 





Latest Previous 


Date Month Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 








| INDUSTRIAL PRODUCTION (a) 


98 101 


719 





INDEX OF PRODUCTION AND 
TRADE (b) 
Production 
Durable Goods 
Non-durable Goods 
Primary Distribution 
Distribution to Consumers 
Miscellaneous Services 


83 84 
80 82 
68 69 
89 91 
75 76 
94 94 
719 719 


75 
70 
47 
83 
74 
87 
80 





WHOLESALE PRICES (h) 


 -76.1(pl) 76.9 


79.7 





INVENTORIES (n. i. c. b.) 
Raw Materials 
Semi-Finished Goods 
Finished Goods 





101.2 
111.4 
110.0 


101.4(pl) 
111.6(pl) 
109.2(pl) 


113-2 
119.0 
118.0 





| COST OF LIVING 
Alll items 


Housing 

Clothing 

Fuel and Light 

Sundries 

Purchasing value of dollar 


84.9 
78.0 
86.1 
72.3 
85.8 
96.7 
117.8 


85.1 
78.4 
86.1 
72.4 
86.9 
96.7 
117.1 


86.7 
80.3 
87.5 
ies 
86.2 
97.8 
115.3 





NATIONAL INCOME (cm)j.... 


$5,090 


$5,509 


| $4,975 








CASH FARM INCOME}; 
Farm Marketing 
Including Gov't Payments 
Total, First 2 Months 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 


Paid (ee) 


$430 
486 
1,105 
92 
120 


77 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable goods 


$578 


$456 
487 
1,107 
97 
126 


77 





FACTORY PAYROLLS (f) 
(not adjusted) 





RETAIL TRADE 
Department Store Sales (f)...... 
Chain Store Sales (g) 
Variety Store Sales (g) 
Rural Retail Sales (j) 


Retail Prices (s) as of 


88 
109.4 
113.6 
110.6 

89.1 


86 
103.3 
107.0 

99.9 
91.2 





FOREIGN TRADE 
Merchandise Exports t 
Cumulative year's total t to 
Merchandise Importst 
Cumulative year's total t to 


$218.6 
431.5 
158.0 
336.2 


$261.9 
551.0 
163.0 
3337 





RAILROAD EARNINGS 
Total Operating Revenues * 
Total Operating Expenditures*. . 
Taxes * 
Net Rwy. Operating Income*... 
Operating Ratio % 
Rate of Return % 


$276,904 
220,619 
27,683 
18,591 
71.84 
1.81 


$305,769 
232,946 
29,086 
32,891 
76.18 
2.40 


$251,037 
218,354 
27,250 
1,909%(def) 
84.49 
0.18 





BUILDING Contract Awards (k). 
F. H. A. Mortgages 
Selected for Appraisal t 
Accepted for Insurance t 
Premium Payingt 


$300.7 


421.7 
63.5 
50.2 


$220.2 


86.2 
41.2 
44.4 


$226.6 


95.2 
39.9 
22:3 





Building Permits (c) 
214 Citiest 
New York Cityt 
PPM NON Ose keene esse ees 


$97.3 
21,3 
118.6 


$58.2 
23.2 
81.4 


$65.2 
11.4 
76.6 








Engineering Contracts (En){ 





$285.6 


$203.8 


$255.0 








(Continued from page 41) 


it produces, and actual warfare would widen the 
disparity. Should major hostilities break out 
and we were not quickly drawn in, this fact offers 
practical assurance against a slump in prices com- 
manded by staple commodities upon which 
industry is dependent. 


* * * 


Per capita business activity for the month of 
March was 84% of the 1923-5 average, com- 
pared with 82.2 in February and 70.4 for March, 
1938. Average for the first quarter was 83.6, 
against 84.1 for the preceding quarter, and 20.4% 
above the first quarter of 1938. Factory weekly 
wages in February were 11% higher than for the 
like month last year, owing mainly to a corres- 
ponding lengthening in average hours of work. 
Employment on various forms of Federal work 
relief in February amounted to 4,543,000— 
1,500,000 more than a year earlier. Work relief 
payrolls in February came to $224,221 ,000, an 
increase of $63,497,000 over the like month of 
1938. Cost of living in February was 1.9% 
lower than last year, including a 2% reduction in 
rents. Wholesale prices average 3% lower 
than last year; but prices received by farmers 
are off 5.2%. 


* * ” 


Because Easter this year came nearly three 
weeks earlier than last year, retail trade of recent 
weeks has made an increasingly better showing 
compared with 1938; but for several weeks fol- 
lowing Easter the trend of comparative percent- 
ages is likely to be reversed for a similar reason, 
and should not be attributed to war scares. Thus 
for the week ended April 1st, department store 
sales were 7% ahead of last year, against a four- 
weeks’ gain of only 4%. For the month of 
March, chain store sales increased 9.7% over 
the like month last year; with mail order houses 
reporting a jump of 13.8%, and variety stores 
gaining 4.4%. Department store net profits 
last year were 40% lower than in 1937, though 
sales fell only 10%. Chain store profits de- 
creased 15%, on a sales dip of only 4%. 


* * * 


February deficit after charges for Class | rail- 
roads is estimated at only $20,000,000, com- 
pared with $44,567,000 a year ago. Weekly 
carloadings totals from now on will be lowered 
until soft coal mines resume normal operations. 


* * * 


Construction contracts awarded during 
March in 37 States East of the Rockies totaled 
$300,000,000—32% above last year, including a 
58% increase in residential awards. For 
three months, residential awards achieved a ten- 
year peak, while total construction awards were 
the largest in eight years. Industrial building 
costs are 8% under the 25-year average. Mort- 
gages accepted during the final week of March 
for appraisal by the FHA were the largest for any 
week on record. Engineering construction 
awards in March were the heaviest in eight years. 
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Latest Previous 
Date Month Month PRESENT POSITION AND OUTLOOK 








STEEL 
Ingot Production in tons* Mar. 3,365 2,955 
Pig Iron Production in tons * Feb. 2,060 2,175 Owing to high field stocks, and lower retail 
Shipments, U. S. Steel in tons*....} Mar. 768 678 sales resulting from inclement weather and the 

crisis in Europe, automobile production esti- 

AUTOMOBILES mates for April have been lowered to around 
Production 350,000 compared with the March output of about 

Factory Sales Feb. 297,841 339,152 186,531 385,000. March retail sales are estimated at 

Total 1st 2 Months 1939 636,993 396,059 335,000, or 48% above last year. Second 
Retail Sales quarter production is now estimated at 1,000,000 

Passenger Cars, U. S. (p) Feb. 172,000(pl) 203,212 121,234 —about the same as for the first quarter. 

Trucks, U. S. (p) Feb. 33,000(pI) 37,715 32,314 ae 








PAPER (Newsprint) Bastia ; ; 
Production, U.S. & Canada* (tons)..| Mar. 300.6 271.4 292.5 Bron toy prey ery tes ssemararr a 
Shipments, U.S. & Canada * (tons). .| Mar 286.7 250.2 248.8 and 107 passenger cars; compared with 816 
Mill Stocks, U. S. & Canada * (tons) ‘ Mar. 226.0 212.2 214.5 freight cars, 36 locomotives and 51 Passen= 
Zs ger cars during first quarter of 1938. Lumber 
LIQUOR (Whisky) orders continue to exceed production and ship- 
Production, Gals. * Feb. 271.4 285.6 z sieate 
Withdrawn, Gals. * Feb. 250.2 274.8 ; 
Stocks, Gals. * Feb. 28 212.2 190.8 a | = as: 








* 





GENERAL Plight of the bituminous coal industry is 
Machine Tool Orders (n) Mar. 185.4 167.1 4 | accounted for by recent Government statistics 
Railway Equipment Orders (Ry) revealing that per capita consumption in the U. S. 

Locomotive Mar. 63 3 during the 20-year period between 1918 and 
Freight Cars Mar. 1,000 2,400 1938, inclusive, dropped 50%. Total con- 
Passenger Cars Mar. 60 None sumption by electric utilities actually increased 
Cigarette Productiont Feb. 11,782 13,863 20%; but on a per capita basis there was a de- 
Bituminous Coal Production * (tons). 7 35,290(pl) 33,910 cline of 1.5%. Consumption by locomotives 
Boot and Shoe Production Prs.*...| Feb. 35,157 33,527 | fell 48%, or 59% on a per capita basis. 
Portland Cement Shipment * Feb. 5,043 5,640 
Commercial Failures (c) ; 1,123 963 














WEEKLY INDICATORS 


Latest =. Previows Yous PRESENT POSITION AND OUTLOOK 
Week Week ‘ 
M. W. S. INDEX OF BUSINESS The recent halt in business expansion has 
ACTIVITY 1923-25—100 r 83.5(pl) 84.4 : caused the lead in electric power output over 
ee ——————|_ last year to narrow to around 9%; but expansion 
ELECTRIC POWER OUTPUT would soon resume upon the clearing up of labor 
KWH. Ff... 2+ sees eee eee : 2,174 2,210 trouble in the soft coal fields and a lessening of 
war fears. Production for February (40% of 
aoa ; 535.470 604,241 which by water power) totaled 9,460,000,000 
30,218 32,087 K. W. H.—1 0% above 1938. 

46,451 104,725 


Forest Products : 26,866 27,129 
Manufacturing & Miscellaneous... . 7 248,971 257,021 

2a : 157.755 157.406 150.656 gun to recede at a somewhat faster than normal 

: ft -  | seasonal rate; though the spring peak is ordinarily 

STEEL PRICES | reached in April. Disappointing retail sales and 

Pig lron $ per ton (m) ” 20.61 20.61 23.25 high inventories of automobiles is a major con- 

Scrap $ per ton (m) 7 15.08 15.25 12.58 tributing factor; though uncertainties created by 

Finished ¢ per Ib. (m) ; 2.286 2.286 2.512 | the aoe — sr Shane in security 

a : ie prices (particularly the latter) have also tended to 

STEEL OPERATIONS make buyers cautious. Generally low consumer 


% of Capacity week ended (m).... : 51.5 a 32.5 inventories, however, combined with continued 


CAPITAL GOODS ACTIVITY | expansion in building operations, preclude the 
(m) week ended 2 71.2 72.1 Me | possibility of a ar slump. 


oe mal 


PETROLEUM | The sudden and quite unexpected action by 
Average Daily Production bbls.*..} Apr. 3,444 3,358 3,392 the Texas Railroad Commission in raising the 
Crude Runs to Stills Avge. bbls.*..| Apr. 3,145 3,170 3,189 State's allowable production of erude oil, instead 
Total Gasoline Stocks bbls. * Apr. 86,613 87,277 91,717 of continuing the five-day-a-week schedule an- 
Gas and Fuel Oil Stocks bbls.*....) Apr. 126,199 127,893 123,439 nounced in this column in our last issue, makes 
Crude—Mid-Cont. $ per bbl Apr. 1.02 1.02 1.27 Texas the only major producing State whose out- 
Crude—Pennsylvania $ per bbls....| Apr. 1.48 1.48 1.75 put now exceeds that of last year, thus carrying a 
Gasoline—Refinery $ per gal Apr. .06 05% .0654! potential threat to the price structure. 

















With new orders falling short of production for 
207,234 several weeks, the steel operating rate has be- 


























t—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated long 
term trend. (c)—Dun & Bradstreets. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 
Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (f}—1923-25—100. (g)—Chain Store Age 1929-31—100. 
(h)—U.S.B.L.S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp. (m)—lron Age. (n)—1926—100. (pl)—Pre- 
liminary. (s)—Fairchild Index, Dec., 1930—100. (En)—Engineering News Record. (Ry)—Railway Age. (n.i.c. 6.)—Nat. Ind. Conf. Bd. 
1936—100. 
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Trend of Commodities 


After more than two weeks of failure to conform to the 
traditional price pattern, familiar in the past when war has 
threatened, commodity prices have recently shown the same 
exaggerated price movements—even more so in fact—as 
were witnessed at the time of the Munich crisis last Septem- 
ber. Futures contracts for wheat and sugar, both important 
war commodities, rose above their highs of last September, 
while industrial raw materials futures such as hides, copper, 


wool tops, cocoa and coffee have fallen below the lows — 
reached during the Munich crisis. The latter list might have 
been more extensive had it not been for the presence of 
various supporting factors, chiefly artificial, acting to brake 
price declines. The past week was also marked by a lower- 
ing of domestic copper and lead prices. The threat of war, 
has become the icuhidles influence in all markets and 
promises to continue so for an indefinite period. 
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Changes in Major Commodity Price Groups for the Fortnight Ended April 9, 1939 


63.8 down 2.9 
68.4 down 2.4 
91.8 down 0.5 
66.1 no change 
73.6 no change 
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| 
j 











| 














j | 
ee 
| 


ee 
| 
\ 





| | 
} 






























































a 1 i i 
‘16 ‘17 ‘18 “19 ‘20 21 22°23 24°25 (26°27 28°29 °30 31 ‘32 33 '34°'35 ‘36 37 ‘36 ‘39 





Chemical 
Housefumishings 
Miscellaneous 














Year 
Ago 


Previous 


Wk. or Mo. 


Latest 
Wk. or Mo. 


PRESENT POSITION AND OUTLOOK 








COTTON 


Price cents per pound, closing 





Cotton. Mill consumption of cotton in March 
totaled 649,237 bales. This figure compared 
with 512,626 bales in March 1938, and was the 
largest for any single month since June, 1937. 
Total mill consumption since August 1, last, now 
stands at about 4,600,000 bales against 4,017,000 
on April 1 a year ago. It would appear that mills 
in March, contrary to previous reports, failed to 
curtail output and undoubtedly mill stocks are 
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8.96 
8.98 


7.98 
7.80 
8.74 


7.94 
7.69 
p 8.69 
(In bales 000's) 
Visible Supply, World 14 
Takings, World, wk. end 14 
Total Takings, season Aug. 1 to.... .15 13,318 12,922 17,059 
ee ete U y 649 562 513 
xports, wk. end .14 45 48 82 : : : : 
Total Exports, season Aug. 1 to.... .14 2,890 4,932 Aiea hy a ie ee 
Government Crop Est. (final) 12,008 18,946 . 


Active Spindles (000s) 22,472 22,291 Wheat. Reflecting greatly improved growing 
WHEAT — ~ latest mp ro —_ —_— 
: : . the winter wheat crop at 2 p ushels, 
Price cents per bu. Chi. closing substantially higher than the previous estimate 
made last December. The winter figure suggests a 
possible 1939 crop of all wheat totaling about 
750,000,000 although much can happen before 
the harvest. The export quota of 100,000,000 
bushels has been passed but the program is being 
continued. The subsidy is reported to have aver- 
aged 27 cents a bushel. 
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685g 6834 
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109,040 107,670 
1,370 1507 
73,639 75,410 
549,219 


Apr. 15 
Apr. 15 
Apr. 8 
Apr. 8 
Apr. 8 
Apr. 1 


Exports bu. (000's) since July 1 to. 
Exports bu. (000’s) wk. end 

Visible Supply bu. (000's) as of . . . 
Gov't Crop Est. bu. (000's) winter. . 


CORN | 
Price cents per bu. Chi. closing Tren ee 

Apr. 15 ATI 41%, 605% Corn. Corn has recently displayed moderate 

Apr. 15 499g 49% 62% | independent strength. Domestic demand is fair 

Apr. 8 65,547 65,243 44,896 but export sales are slow. With a large crop in 

Apr. 8 41,544 41,993 43,494 sight prospects are bearish. 

1938 2,480,958 2,644,995 
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Exports bu. (000's) since July 1 to. 
Visible Supply bu. (000’s) as of. . . 
Gov't Crop Est. bu. (000's) (final). . 
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COPPER 
Price cents per Ib. Copper. Led by the leading customs smelter, 


Domestic Apr. 15 10.50 10.75 10.00 copper prices have been reduced twice during the 

MMPI O ills 25.o:5-4c:seretre cee oles Apr. 15 10.10 10.15 10.075 | past fortnight. Whether this marks the complete 
Refined Prod., Domestic (tons).....| Mar. 66,246 59,175 61,117 | readjustment of prices to existing conditions, in 
Refined Del., Domestic (tons) Mar. 50,486 48,067 33,434 | the face of the unfavorable March statistics re- 
Refined Stocks, Domestic (tons)....| Mar. 31 320,446 308,908 301,110 mains to be seen. World stocks of refined copper 
Refined Prod., World (tons) Mar. 171,343 162,653 169,821 increased 13,277 tons in March, of which the in- 
Refined Del., World (tons) Mar. 158,066 149,598 158,703 | crease in domestic stocks contributed 11,538 tons. 
Refined Stocks World (tons) Mar. 31 506,391 493,114 540,252 bg * = 
Tin. Prices have firmed and while demand 
TIN continues moderate, buyers are watching European 

= ag Sg per re ee at 15 46.75 46.20 38.85 events carefully in order to safeguard supplies 

in Plate, price $ per box pr. 15 5.00 5.00 5.35 against any contingency. 

World Visible Supply f as of Mar. 31 33,890 35,245 29,125 = 8 

U.S. Deliveriest Mar. 4,155 4,105 4,555 Lead. Despite the strength in the domestic 
- U.S. Visible Supply t as of eo 10,786 11,761 10,381 statistical position of lead, weakness in the London 
market forced a reduction of $2 a ton to 4.75 cents, 
LEAD N.Y. Buying and consumption has held up well 

Price cents per Ib., N. ¥ 2 RS 4.75 4.85 4.50 and given any improvement in overseas prices, the 

U. S. Production (tons) : 39,336 41,507 34,869 recent domestic cut would be short lived. 
34,421 40,189 30,135 ices a 
- 28 122,112 117,214 138,134 Zine. Market interest has been extremely dull 
ZINC and prospects do not appear to favor early revival. 

Pri Ib.. St. Loui Domestic stocks declined 207 tons in March. The 

mee conte per Mo., ot, t.cus »15 4.50 4.50 4.25 drop, however, was so small as to have little or no 

U. S. Production (tons) ’ 45,084 39,613 43,399 olliak ieniinededs: 

U. S. Shipments (tons) : 45,291 39,828 33,528 * * * 

Stocks (tons) U. S., as of - 31 127,985 128,192 118,009 | Silk. Prices reached an eight-year high at the 
close of the past week. Reports indicate that 
SILK Mags : 

Price $ Ib. J k , , P buyers, in increasingly larger numbers, are turning 

ee ee ae -15 2.45% 2.26% 1.63% to rayon goods rather than pay the higher prices for 
| Mill Dels. U. S. (bales), season to.. . 1 334973 296,410 286,920 . . . . a 
oe ' ’ ’ silk wear. Hosiery prices will probably be ad 
| Visible Stocks N. Y. (bales) as of. . . 1 23,116 38,178 36,326 nal 
| 7. * a 

ee —" Rayon. Production and demand continue 
“a cant per 15 51.0 51.0 54.0 active and the trend away from silk in favor of 
| onsumption (a) ° 25.7 27.1 16.8 rayon promises to remain an effective factor for 
| Stocks (a) as of 28 39.5 39.4 61.1 pga 



































* *~ * 


WOOL Wool. Manufacturing operations have slowed 
Price cents per Ib. tops, N. ¥ Apr. 15 83% 83% 83 | down, a normal occurrence at this season. Ac- 
HIDES tivity will probably be resumed on an increasingly 
: larger scale in May and promises to be well sus- 
Price cents perlb. No. | Packers.....| Apr. 15 9.25 9.50 S00 | timed Geensl die mune media 
Visible Stocks (000's) (b) as of....| Feb. 28 13,290 13,602 15,118 | Cee a 
No. of Mos. Supply as of Feb. 28 7.0 8.2 10.6 Hides 














Slack demand from tanners coupled 
with a weak stock market have been responsible 
for the weakness in hide prices. Activity in the 
shoe industry has been in anticipation of spring 








RUBBER 
Price cents per Ib Apr. 15 45.75 16.12 12.50 
Sk 5S eres Mar. 38,989 36,490 35,967 ree ¢ sesee bow fall ti “ae 
Consumption, WLS. Fe <6 5.0.5 06- Mar. 50.165 42,365 30,487 —— but hide purchases for fall lines are being 
Stocks U. S. as of t Mar. 31 219843 231.475 299,172 | deferred. a 
Tire Production (000's) Feb. 4,344 4,581 2,156 | 
Tire Shipments (000’s)............| Feb. 3,739 4,163 9.991 | Rubber. 
Tire Inventory (000's) as of Feb. 28 9,573 8,932 10,559 


| COCOA 
Price cents per lb. May..........| Apr. 15 4.37 4.37 5.25 
| Arrivals (thousand bags) Mar. 675 633 404 

Warehouse Stocks (thousand Ibs)...| Apr. 13 1,271 1,168 629 


Consumption in March rose to an 
estimated 50,165 long tons, compared with 42,- 
365 tons in February. Consumption in March 
this year was nearly 65% ahead of last year. 
Stocks at the end of March totaled 219,843 tons 
as compared with 231,475 at the end of February 
and 299,172 tons at the end of March, 1938. 


* * * 














COFFEE | Sugar. Firmness in the domestic contract price 


Price cents per Ib. (c) Apr. 15 7.50 7.375 7.50 | reflects a tight raw situation. Duty-free sugar has 
Imports, season to Apr. 1 10,420 9,199 8.926 | been virtually without competition from Cuba, 
U. S. Visible Supply (bags 000's)..| Apr. 1 1,446 1,506 1,343 | which is holding supplies certain that a reduction 
| in duty will be forthcoming in the near future. 
SUGAR | Sa is 
Price cents per Ib. Cocoa. Prices have been under pressure of 
Duty free delivered Apr. 15 2.92 2.90 ; speculative liquidation. Stocks in licensed ware- 
Refined (Immediate Shipment). ..| Apr. 15 4.30 4.40-4.50 : houses increased 103,000 bags last week and now 
U. S. Deliveries (000's)* 1st 2 Mos. 690 total 1,270,823 bags compared with 628,529 
U. S. Stocks (000's)* as of Feb. 28 739 bags a year ago. 

















(a)—Million Pounds. (pl)—Preliminary. (c)—Santos No. 4.N. ¥Y. t—Long tons. *—Short tons. 
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Money and Banking 
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Date Week Week Ago COMMENT a 
INTEREST RATES | 
Time Money (60-90 days)........) Apr. 15 1%4%o 1%4% 1%4% The effects of the increasin f t- | 
4 . g pressure of moun 
nan Commercial Paper.......... Apr.15  e-1% Ye-1T%o 1% ing reserves and idle funds are reflected in the 
Re Money. ....---.-.-.-+e.+0- Apr. 15 1% 1% 1% urgency with which banks are seeking to expand | F 
e-discount Rate, N. Y........... Apr. 15 1% 1% 1% their investment portfolios. In the latest — of |f 
New York City Member Banks, total loans | | 
CREDIT (millions of $) : . a 
. . and investments increased $78,000,000, not 
a ee —— N. ¥,)...+- Apr. 1 2,286 2,318 2,261 withstanding a decline of $45,000,000 in loans. 
Bank. enn cag + alanine Apr. 1 30,568... 29,570 The actual increase in investments amounted to | [7 
a eee, N. oe ep Apr. 1 3,310 3,266 3,491 $123,000,000; direct government holdings were 
FR. a” oe Apr. 1 39,914... 42,424 up $108,000,000 with the increase in gg 
= Re totaling $54,000,000. Since 
Loans and Investments.......... Apr. 5 21,634 21,579 20,831 aed we Nat Soke have added $504,- 
a Agr., Ind. Loans.../ Apr. 5 3,838 3,814 4,275 000,000 in long term treasury bonds to their | 
a ae US * Sd agaaeaeaadalt = ; P re P hon 7 vod portfolios. Loans to commerce, ar meg 4 i) 
Ug See t z if ; : P anit test week, e 
at in Govt Gul Scans | Abe 3 Bons Sie gg | nd sind $14,000,000 nthe Itt week, | 
oe a abe G o> ais Apr. 5 3,290 3,266 3,089 $26,600,000, nearly three times the increase in i 
Time D eat haath Apr. 5 16,072 13,991 14,274 all of the previous seven weeks. Commercial | | 
Rc ss 2: A RE Apr. 5 5,215 5,217 5,222 loans, since the low reached February 8, have f 
Total Loans pi Invest Apr. 12 7,997 7,919 7,599 winnd tab ig ee agi — _ ; 
Conti tad. end Ao: "naga a 12 1/386 1'379 4'134 of all — — Banks in 101 cities 
Brokers Loans..............00- Apr. 12 541 579 340 incrested 324,000,000. if 
Tes 6. UR Co a Apr. 12 2,943 2,835 2,987 ae ' 
Invest. in Gov't Gtd. Securities...) Apr. 12 1,050 1,045 435 3 
Other Secunlies.. 656.6 acest Apr. 12 1,291 43241 1,145 E . is 
. y : : xcess reserves, as revealed in the latest Fed- | 
a8 wegen ~ " a 7438 ae eral Reserve statement, increased $170,000,000 | 
Federal ate ak wae pr. 12 25 629 5 in the latest week. The net increase over the past 1 
0,000, || 
Member Bank Reeve Balonce..| Ape 12 9526 .ane zane | fe, wee ha amounted $50,000.00 
moery ew aa Supiae -~ 4 pro — Nye high. War scares and political tension abroad 
T ot “3 aS a cl ‘ pina a 9 683 have intensified the gold flow from Europe and in 
* ei ggg iia aaah eat & Fea rete rote 31549 the short space of a single month total gold hold- 
rossi * abated deed: yan 9 3'88 3 ‘73 ings in the United States rose $430,000,000 to 
ncheihnojetie: Seater sedi cond 710 1,730 | $45,430,000,000. There is scant likelihood of 
lia re Maes any marked cessation of gold shipments - 
Te the threat of war hangs over the world and, by the 
ne (millions of $) Mar — — vy same token, excess reserves will continue to soar 
<atee 2 eee Mar. 52.9 23.6 ‘oe | oes 
ROI 6g Acs ve eS Gio Mar 46.7 136.1 57.6 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
7 1939 Indexes 1939 Indexes 
No. of No. of 
Issues (1925 Close—100) High Low Apr.8 Apr.15 || Issues (1925 Close—100) High Low Apr.8 Apr. 15 | 
316 COMBINED AVERAGE _ 73.1 50.7 50.7x 56.1 || 316 COMBINED AVERAGE 73.1 50.7 50:1x 56:1 
5 Agricultural Implements... 119.4 81.4 81.4L 91.6 Dial Order...% oa. 5.<- 87.4 69.2 69.2x 76.0 
6 Amusements............ 43.2 26.8 26.8x 31.3 4 Meat Packing........... 52.3 43.2 43.2x 44.5 
15 Automobile Accessories.. 92.3 55.2 55.2x 65.4 || 14 Metals, non-Ferrous...... 173.6 122.0 122.0x 130.4 
12 Automobiles............ 12.8 8.1 8.1x 9.2 UPAR A fot 8 Giese orale atesie 13:5 > 7.5x 9.1 
11 Aviation (1927 Cl—100) 182.7 128.2 128.2x 136.6 OA PENOICUIN 5.66666. eas sos 100.9 76.6 76.6x 81.5 | 
3 Baking (1926 Cl._—100).. 15.4 12:5 S1,5x. 425 18 Public Utilities........... 62.6 44.9 44.9x 50.4 | 
3 Business Machines........ 183.9 121.9 121.9x 136.8 4 Radio (1927 Cl—100)... 17.0 11.6 11.6x 13.1 | 
| re 168.2 123.7 123.7x 133.2 9 Railroad Equipment...... 61.6 33.7 33.7x 39.5 | 
20 Construction............. 47.5 O77 Qieax SOIT) PR aEds 2s. 6 oss ese 18.1 10.9 10.9x 12.5 | 
DACOMIMINDIS. o/.5.5644%0 000 242.6 165.0 165.0L 184.4 522-3") | ee eee ere Ve 5.0 5.0x 5.6 |& 
9 Copper & Brass.......... 118.6 71.2 aAvex “BA09 2 Shipbuilding............ 82.7 45.1 ASAx (53:34) 
2 Dairy Products........... 29.8 23.6 23.8 26.1 A SiSteclhO HON. 666k senses 99.0 60.4 60.4x 67.2 
8 Department Stores........ 23.6 16.5 16.5x 18.7 DUBE ar toys A cecriers Lannisen ters 20.1 13.3 13.3L 14.4 
7 Drugs & Toilet Articles.... 53.5 40.4 40.4x 42.6 SES A 1532 1440 T440L. 146.171 
2 Finance Companies....... 312.0 219.4 219.4x 243.3 3 Telephone & Telegraph.... 52.7 40.6 40.6x 43.1 
php) i ere 86.2 69.1 69.1x 77.0 AMUGRINBS S50 s3.ccc ccs so cs 46.7 27.4 27.4L 30.8 
BMOOd StOIeSs. 0.05.0 es 41.9 33.3 33.3x 36.7 4 Tires & Rubber........... 20.0 13.0 13.0x 14.3 
4 Furniture & Floor Covering 72.1 47.1 Al.1x 52.4 AMIGABLO® ci. iciseccee see 85.9 76.2 76.2x 80.9 
3 Gold Mining............ 1301.2 1123.7 1123.7x 1150.2 A UERBERION yh csyoccces os o63 36.9 21.9 21.9x 28.8 
6 Investment Trusts......... 28.1 19.2 19.2x 21:2 4 Variety Stores........... 241.4 189.3 189.3x 202.4 
4 Liquor (1932 Cl—100)... 193.1 143.2 143.2x 153.7 || 20 Unclassified (1938 CI.— 
DPRRCMINRIY . 65 vo ssciene sans 129.0 83.3 83.3x 93.9 SOL Se eee 100.8 73.1 4x T33 








L—New LOW record since 1937. 


x—New LOW this year. 
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New Products of Industry 





(Continued from page 19) 


to be licensed for manufacture here. 
Substitutes are not actually syn- 
thetic rubber but substances having 
many of the properties of rubber 
and possessing many advantages 
such as resistance to oils and oxi- 
dation which are not the natural 
attributes of true rubber. Com- 
mercial importance of the syn- 
thetics depends upon either a run- 
up in the price of rubber or the 
progressive lowering of production 
costs of the substitutes. War, of 
course, might change the supply and 
demand relationship of rubber at 
short notice, even though this coun- 
try should take the precaution of 
building up stocks of the material 
before the event. 

Sponge latex or similar forms of 
rubber are finding quick acceptance 
as seats for autos and railway 
coaches, mattresses, furniture pad- 
ding, and for any purpose where 
cushioning resiliency is necessary. 
U.S. Rubber with its Foam Sponge, 


Firestone with its Airtex, Goodyear’ 


with its Airfoam, Goodrich with its 
Nukraft, all are pushing the new 
uses with considerable success. In 
addition to being lighter than previ- 
ous constructions, rubber cushions 
allow the free circulation of air and 
are therefore cooler and more sani- 
tary. Other products such as Good- 
year’s Pliofilm and Goodrich’s Koro- 
seal apply rubber to the task of 
waterproofing packages, preserving 
foods and performing many of the 
functions of cellophane with fre- 
quently greater efficiency. Springs 
of rubber are becoming common on 
trains, subways and trolleys, many 
floors are made of the material, and 
farm implements are a growing mar- 
ket for tires. Among the advances 
of the industry, too, is the use of 
rayon instead of cotton fabric in 
heavy duty truck tires as a means 
of eliminating friction. 

What we used to know as paint 
has become “protective coatings” 
and is drawing further and further 
away from the old conception. In 
addition to the product of soybeans 
already mentioned, Goodrich makes 
a paint with a rubber base, elastic 
and self-vulcanizing, for use on the 
white sidewalls of tires, but likely 
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to find other applications before 
long. Du Pont has developed bril- 
liant, non-fading light blue and 
light green paints for outdoor pur- 
poses, with pigments nearly twenty 
times as strong as some of the colors 
formerly used and retaining their 
strength indefinitely. In the field of 
plastics and _ related substances, 
though, lies the path of the future 
for protective coatings. Many of 
these materials are capable of taking 
colors which will be permanent until 
wear has completely eroded the 
covering, always fresh, smooth and 
clear in appearance. 

Some conceptions of the house of 
the future to be shown at the Fair 
will be completely independent of 
paint, constructed of stainless steel 
and glass. A new steel alloy is re- 
ported to be rust-proof, light weight, 
and capable of production in dif- 
ferent hues, so that color schemes 
need not be sacrificed in departing 
from wood and paint. The glass will 
take colors if wanted, but decorative 
effects are more likely to be secured 
by sculpturing the glass expanses of 
the building into ornamental form. 
New methods developed by several 
of the glass companies result in im- 
parting a degree of strength never 
before possible in construction of 
this kind. Even doors, balconies 
and railmgs can now be made of 
glass, to say nothing of furniture, 
while any insulation needed for the 
steel walls of the building will most 
probably be of glass wool. The 
same material can be fabricated into 
the draperies and textiles used in 
the interior of the house, although 
these as well as clothes can hardly be 
expected to record a phenomenal 
commercial success. Glass filters of 
various forms are more impressive 
in immediate outlook. 

The mind of the visitor to the 
Fair will continually be impressed 
with the fact that progress in one 
industry helps and actually forces 
progress in another. The stream- 
lined train which carries him, or the 
air transport, would be impossible 
without advances in many quarters; 
and the advances would be retarded 
without these immediate uses to 
which they can be put. Research 
which begins in several widely sep- 
arated industries meets finally in a 
new plastic made from a waste prod- 
uct, and immediately sets in motion 
the drive to discover uses for the 
new material or for still another by- 








POINTS ON TRADING 


and other valuable information for investors 
and traders in our helpful booklet. Copy 
free on request. Ask for Booklet MG6 
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Members New York Stock Exchange 








52 Broadway New York 











COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 50, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 40, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 29, quarterly, $1.25 per share 
payable on May 15, 1939, to helders ef 
record at close of business April 20, 1939. 
How.anp H. Pett, Jr. 
Secretary 








April 13, 1939 











LOEW’S INCORPORATED 


“THEATRES EVERY WHERE” 
April 8th, 1939. 
HE Board of Directors on April 7. 1939 
declared a quarterly dividend of $1.62 
per share on the outstanding $6.50 Cumula- 
tive Preferred Stock of this Company, pay- 
able on the 15th day of May, 1939 to stock- 
holders of record at the close of business en 
the ~’ day of April, 1939. Checks will be 


il 
— DAVID BERNSTEIN 
Vice-President & Treasurer 








CONTINENTAL CANCOMPANY, Inc. 


second quarter Interim 

dividend of fifty cents (50¢) 

per share on the common stock 

of this Company has been de- 

clared payable May 15, 1939, to 
stockhelders of record at the 

close of business April 25, 1939. Books will 


mot close. 
J. B. JEFFRESS, JR., Treasurer. 














Forthcoming Dividend 




















e 
Meetings 

Company Date Time ~ 
American Chicle Co..... .*“May 4 12:30 
American Home Products Corp.... April 25 11:30 
Amer. Metal Co., Ltd. com. & pfd.. April 27 3:00 
American Tobacco.............. April 26 4:15 
Atlantic Refining............. *April 24 10:00 
Bethlehem Steel 7% & 5% pld. April 27 3:00 
__ |. RS ia April 25 4:00 
Brooklyn Edison. . April 24 1:30 
Caterpillar Tate com. a 5% % of. April 25 9:00 
hile Copper............ .... April 27 11:40 
Coca Cola com. & $3 class A..... May 1 10:00 
Consol. Edison Co........ April 24 9:15 
Freeport Sulphur............... April 26 3:30 
General Motors com. & pid May 1 4:00 
Homestake Mining.......... “May 3 3:00 
Ingersoll Rand. cesceces Ae S6 11:00 
International Nickel. . .... May 1 2:30 
Kresge Co.............. ... *April 25 9:00 
May Dept. Stores............... *May 4 10:00 
New Jersey Zinc................ *April 26 2:30 
Parker Rust Proof Co. com. & pid. .*April 25 4:00 
Scott Paper. . .. April 27 10:00 
Sears Roebuck. . -*April 24 x... 
NE ... April 25 9:45 
St Oil of Califor ..*May 2 11:00 
St Oil of Indiana ‘May 2 9:30 
Oil of N. J May 1 11:00 

Sterling Products *April 27 10:00 








*April 27 10:30 
United Gas Imp. com. & pfd....... April 25 3:15 
ig ¢ “5 fae April 25 3:00 
Westh. Elec. & Mfg. com. & pid... April 26 
Westvaco Chlor. Products......... April 26 4:45 

*—Approximate date. All meetings on com- 
mon stock unless otherwise noted. 








product of its manufacture. Each 
reduction of the weight of steel in 
proportion to its strength calls for 
new ideas in the construction of 
bridges and hairpins, resulting usu- 
ally in the demand for another spe- 
cific improvement in steel-making. 

Probably no better explanation of 
the speed of industry’s progress can 
be had than this condition of simul- 
taneous reaching for the next step 
on the part of hundreds of specialists. 
Projects today held in the labora- 
tory for lack of some particular 
quality in a metal may be in use 
tomorrow because a new alloy is dis- 
covered while working toward an 
entirely different goal. Under such 
circumstances events come in large 
bunches, as they are coming now. 
Fast and imaginative thinking is 
required to keep abreast of the prog- 
ress the World’s Fair attempts to 
epitomize. 





The Trend of Events 





(Continued from page 5) 


could do would be to abolish the tax 
on capital gains. On the one hand, 
this tax stifles the venture spirit. On 
the other hand, it is producing only 
a minor fraction of present Federal 
revenues. For both reasons, keeping 
it simply does not make sense. Only 
singularly obtuse or short-sighted 
political considerations stand in the 
way of its elimination—obtuse and 
short-sighted because, after all, any- 
thing that will help recovery would 
be good politics. 

Naturally, under present world 
conditions, removal of this recovery 
obstacle would not induce any quick 
business boom—but the sooner we 
clear the road the sooner we will 
march ahead when other conditions 
become favorable, as they will in 
time. 


BUILDING HOLDS UP... For 
reasons not entirely clear major 
cycles of expansion or contraction in 
building activity for many years 
have had a life span longer than that 
of the general business cycle; and 
often for long periods the building 
trend has been either considerably 
more favorable or considerably less 
favorable than the composite eco- 
nomic trend. Building passed _ its 
peak in the boom of the ’20’s much 
ahead of general business and there- 
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after plunged much deeper into de- 
pression than did total industrial 
production. In contrast—and only 
partly due to public works—build- 
ing suffered only a reaction in 1937- 
1938 while industrial production ex- 
perienced a full depression. 

Thus far in 1939 the trend of con- 
struction awards has been fully up 
to hopeful forecasts made at the 
start of the year. Since there is some 
lag in the statistics, however, it is 
open to doubt whether building 
awards have yet had time to reflect 
the impact of the European crisis. 
With such key industries as _ steel 
and automobiles slipping moderate- 
ly, the supporting influence of build- 
ing will bear close watching in com- 
ing weeks. Fortunately, the heavy 
volume of contracts let over the past 
six months will provide a large de- 
mand for materials and labor for 
some time to come. 


RIDING FOR A FALL... Certain 
leaders of organized labor are strain- 
ing the patience of the American 
public and when they get slapped 
down—as they ultimately will—they 
will have only themselves to blame. 
The time when these ambitious gen- 
tlemen could call the tune to which 
a majority of politicians danced has 
passed, as plainly shown by the out- 
come of national and local elections 
and by reliable polls of public senti- 
ment. Yet today factories are clos- 
ing because John L. Lewis has shut 
down the bituminous coal mines 
which supply the bulk of the domes- 
tic market. Why? There is no issue 
of wages or hours. The issue is 
whether Mr. Lewis shall hog-tie the 
coal operators in a closed shop ar- 
rangement which will set up and 
perpetuate a labor monopoly for his 
United Mine Workers union. 

At bottom, the bituminous coal 
dispute is just another battle in the 
war between the C. I. O. and the 
A. F. of L.. It is not the first in- 
stance of business-killing strife thus 
originated but it is by far the most 
serious threat to public convenience 
and safety this labor war has yet 
presented. Bituminous coal is still 
by far the greatest source of energy 
which keeps factories, public utili- 
ties, and railroads going and which 
keeps stores, office buildings, hotels 
and public buildings lighted or 
heated. Daily the reserve supplies 
are dwindling. 

Nor is stubborn short-sightedness 
confined to labor. Public opinion 


shows a majority demand for fair 
revision of the Wagner Labor Act, 
yet Congress thus far has exhibited 
a strange reluctance to come to grips 
with this matter. Revision of the 
law will come, of course, and the 
longer it is delayed the more drastic 
it no doubt will be. The labor lead- 
ers may be counted on to make such 
revision inevitable. Tories may have 
“put the law” on the British labor 
unions after the general strike of 
1926 but the unions invited it and 
made it possible. Some unions are 
now similarly tempting fate in this 
country. They are riding for a fall. 





For Profit and Income 
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shares in the latter group have 
gained nothing in investment favor 
from recent publication of exorbi- 
tant salaries drawn by company of- 
ficials. * * * Most encouraging fea- 
ture of recent market sessions has 
been the tendency of volume to con- 
tract somewhat on weakness. * * * 
First quarter earnings reports make 
generally pleasant reading and it is 
noteworthy that business activity, 
far from following the downward 
plunge of stock prices, has no more 
than levelled off a bit. * * * Divi- 
dends of U. S. Pipe & Foundry, 50 
cents quarterly, have already been 
declared for the remainder of the 
year. Bulk of the company’s output 
goes into public works projects. 





If War Comes 
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through the spring without war, 
after having come so very close ta 
it, the psychological defense against 
war fears will certainly strengthen 
greatly and there will be increasing 
possibility that Europe may settle 
down gradually into a condition of 
armed-camp stalemate which would 
seem like stability as compared with 
the feverish atmosphere of today. 
It is war alone that we Americans. 
really fear, for while we object ta 
Nazi methods of political and trade 
aggression we are not scared by them. 
On that front we are either actually 
or potentially capable of matching 
Germany at every turn. It is Ger- 










Poe 


1 SISTERS 


‘2 

a 
f 
Pea 
Po 
e 
e 





many 
ering 
port. 
word 
starv 
comy 
gress 
self-c 
existi 
dome 
have 
trade 
As 
der \ 
tralit 
ously 
place 
an 0 
peop! 
inclu 
Fran 
volve 
is eq 
tary 
coun 
evita 
nant 
neutl 
vised 
short 
at E 
even 
law, 
ticipé 
incre 
Fu 
than 
tions 
in th 
tend 
in fp 
creas 
inflat 
some 
ment 
doub 
of E 
modi 
were 
In 
cludi 
and 
Chin 
impr 
facin 
Perh: 
crazy 
good 
turbe 
peace 
up in 
cove! 
sume 
can | 
in th 
the ¢ 


APRI 


fair 
(ct, 
ted 
rips 
the 
the 
stic 
ad- 
uch 
ave 
bor 

of 
and 
are 
this 
fall. 


ave 
vor 
rbi- 
of- 
fea- 
has 
-on- 


ake 
t is 
‘ity, 
ard 
ore 
ivi- 
, 50 
een 
the 
put 


var, 
2 ta 
inst 
hen 
sing 
ttle 
1 of 
yuld 
vith 


y. 


"Ans, 


0" 


rade 
em. 
ally 
hing 


Fer- 


EET: 


many whose balance of trade is with- 
ering away despite her subsidized ex- 
port drive. It is Germany that, in the 
words of Hitler, must “export or 
starve’—not the United States. As 
compared with all the Fascist ag- 
gressors, we are infinitely strong in 
self-containment and in both the 
existing and potential area of our 
domestic market. Moreover, they 
have not yet licked us in foreign 
trade competition. 

As a bar to American exports un- 
der war conditions our present neu- 
trality law need not be taken seri- 
ously for two reasons. In the first 
place, reliable sample polls show that 
an overwhelming majority of our 
people favor sale of all needed goods, 
including munitions, to Britain and 
France if and when they are in- 
volved in war, even though opinion 
is equally strong against any mili- 
tary or naval participation by this 
country in such war. Legislation in- 
evitably will conform with a domi- 
nant public opinion, so that if our 
neutrality law is not meanwhile re- 
vised it would be scrapped very 
shortly after somebody took a shot 
at England. In the second place, 
even if we kept a strict neutrality 
law, American business would par- 
ticipate directly or indirectly in war- 
increased trade through neutrals. 

Fundamentally, anything more 
than a short war among major na- 
tions—and short wars are very rare 
in the history of the world—would 
tend to reduce the supply of goods 
in participating nations and_in- 
crease the demand, thus making for 
inflation cf commodity prices in 
some degree regardless of govern- 
mental control schemes. It may be 
doubted, however, that four years 
of European war would raise com- 
modity prices as extremely as they 
were lifted from 1914 to 1919. 

In the light of past history, in- 
cluding the recent Spanish civil war 
and the hostilities still going on in 
China, a short war appears the most 
improbable of all the contingencies 
facing investors and business men. 
Perhaps this, in the not completely 
crazy minds of the dictators, is a 
good argument for peace—a dis- 
turbed and uneasy peace — but 
peace. If the situation so shapes 
up in coming weeks, our business re- 
covery should in due time be re- 
sumed. If worst comes to worst, we 
can take more than minor comfort 
in the logical conclusion that at least 
the greater part of the damage to 
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STUDEBARER 


MARCHES ON 


World’s oldest vehicle maker introduces 


newest and finest car of lowest price 


MOST IMPORTANT MOTOR CAR IN 10 YEARS! 


TUDEBAKER invades the 
lowest price field . . . intro- 
duces a remarkable new Stude- 


baker called the Champion! 


Everywhere you go, you hear 
people discussing this new 
Champion. And with good rea- 
son. It’s the biggest automobile 
news since Ford changed over 
from the Model T. It’s a forward 
step that’s likely to blueprint the 
future of all automobile manu- 
facturing. 


A triumph of 13 years 
of planning 
This new lowest price Stude- 
baker has been officially under 
way since 1935. But Studebaker 
actually began the groundwork 
for it back in 1926. That was 
when Studebaker engineers dis- 
covered that by reducing waste- 
ful bulk, they could produce cars 


of greater operating economy. 


Year after year, that formula 
has made Studebaker cars less 
costly to buy and to operate and, 
at the same time, has improved 
their riding comfort, safety, 


roominess and long-lived con- 
struction. 

That same formula has given 
us our modern streamlined trains 
and airplanes. Now it finds full 
expression in the new Stude- 
baker Champion with its com- 
plete elimination of unnecessary 
poundage. The Champion oper- 
ates on reduced gasoline gallon- 
age but, more importantly, it is 
the strongest and safest car ever 
offered for so little money. 


Here’s an interesting experience 

The chief executive of a corpora- 
tion made a personal investiga- 
tion of the new Champion. His 
company owns and operates a 
fairly large fleet of cars for its 
salesmen. After driving one of 
the new Champions several hun- 
dred miles, he bought one for 
himself. He liked the way it per- 
formed, rode and handled. He 
ordered a fleet of 25 for his sales- 
men, because, to use his words, 
“I am convinced we will get 
500,000 miles of better trans- 
portation for considerably less 
money.” 
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AVIATION! 


Will heavy foreign orders 
mean sharp price recovery? 








AVE aviation stocks been car- 
H tied down to bargain levels? 
Which companies are profiting 
most from capacity operations 
which promise to continue for 
next 12 months? 

A timely analysis of this grow- 
ing industry with statistical 
studies of leading companies ap- 
pears in the current UNITED 
Opinion Bulletin. Also... 


AIRCRAFT 
Stocks Analyzed 


.... indicating the earnings possibili- 
ties and outlook of the leading units in 
the industry and offering a guide to the 
best investment opportunities. 

Write today for FREE introductory 
copy of this timely industry outlook and 
stock selections. 


Send for Bulletin MW-23 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. A r Boston, Mass 





security prices has already been 
seen and that American business 
was never in a healthier position to 
withstand a temporary set-back. 





As I See It! 





(Continued from page 7) 


give us equal advantages. This can 
readily be applied to all other rela- 
tionships with foreign countries. 

In this way we should stop 
foreign balances from leaving this 
country, and refuse to send any- 
thing but goods, in the same way 
the dictators are handling our na- 
tionals. We should not permit 
foreign agents’ printed matter, and 
other forms of propaganda, to be 
disseminated among our people un- 
less the other countries give us the 
same liberties and privileges. In a 
word, we have the necessary weap- 
ons with which to combat infiltra- 
tion by our enemies. Not to use 
them effectively and forcefully would 
be the height of national folly. A 
world crisis confronts us. We cannot 
meet it supinely. The times chal- 
lenge us to bold and determined 
policies. 
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Prospects Favor Shoe 
Manufacturers 





(Continued from page 27) 


worthwhile progress since its forma- 
tion in 1929, is Compo Shoe Ma- 
chinery whose equipment is used 
mainly in the manufacture of cement 
shoes and which also sells to licensees 
compo cement and solvent. Earn- 
ings last year were $1.71 per share, 
down only 17% from the 1937 
all time peak of $2.07. Dividend 
payments, initiated in 1932, 
amounted to $2 in 1937 and $1 in 
1938. 

While United and Compo are en- 
titled on their records to serious con- 
sideration by investors looking for 
income and reasonable safety of 
principal, and Endicott and Brown 
are probably the pick of investment 
media among the shoe manufactur- 
ers (earnings of the industry’s larg- 
est unit, International Shoe, have 
been declining more or less steadily 
for ten years), another concern 
whose earnings and dividend record 
warrants attention is Melville Shoe. 
This company, operating solely in 
the merchandising field, purchases 
shoes on a cost-plus basis and sells 
them under its own brand names 
(“John Ward,” “Thom McAn” and 
“Frank Tod”) through some 680 
stores located in about 40 states east 
of fhe Rockies. A sound expansion 
policy as well as able merchandising 
and close control of costs have re- 
sulted in stable to gradually rising 
sales and earnings. The $3.59 earned 
per share last year was considerably 
below the 1936 top of $5.57 which, 
however, substantially exceeded the 
$5.99 reported for 1929. Sales for 
the first 12 weeks of 1939 were 5.8% 
ahead of a year ago. Dividends 
totaled 2.87144 in 1938 against $5 
in each of the two preceding years. 

The outlook for the industry as a 
whole at this time is fairly encourag- 
ing despite the not too cheerful pros- 
pects for business at large. First 
quarter output amounted to approx- 
imately 110,000,000 pairs of shoes, 
up 1414% from the like period of 
last year, and the trade is uniformly 
optimistic as to the outlook over 
the next three months which are 
ordinarily the busiest of the year. 
By and large, inventories are fairly 
low, raw material prices are at favor- 
able levels, and the chances are that 


even should demand fail to mee 
expectations, the better situated 
companies will turn in a compara- 
tively satisfactory performance this 
year. 





Seven Stocks with Depend- 
able Earning Power 





(Continued from page 32) 


end of last year, including nearly 
$3,000,000 of cash and marketable 
securities, amounted to $5,806,907, 
while current liabilities were only 
slightly more than $1,000,000. 

Competitively well entrenched, 
and paying a reasonable dividend 
well supported by earnings and 
finances, Bristol-Myers common 
stock would appear well suited to the 
requirements of the more conserva- 
tive type of common stock investor 
seeking dependable income. At re- 
cent levels of around 52, the in- 
dicated yield is slightly better than 
41% per cent. 





The Investment Clinic 





(Continued from page 22) 
child of some cloistered scientist, 
some practical discovery may five 
years hence revolutionize an indus- 
try or create a new one. Cellophane, 
unheard of twenty years ago, last 
year ranked fourth in sales volume 
of the eleven major manufacturing 
divisions of duPont. Last 
Monsanto Chemical spent $1,221,- 
622 for research. This was equal to 
nearly $1 a share for the common 
stock, half as much as stockholders 
received in dividends. But it has 
been through judicious expenditures 
for research that Monsanto has 
gained for itself the reputation of 
being one of the fastest growing 
units in the chemical industry. 

But research also plays an im- 
portant role in many other major 
industries—steel, glass, automobile, 
rubber, food, paper, merchandising, 
etc. In fact the chances are nine 
out of ten that if any company has 
reached the point where the man- 
agement feels that research has little 
or nothing to offer, that company 
has little or nothing to offer the 
investor. 
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le Help us fell the public that Large gifts are needed by the New York City 
, Cancer Committee. But if you can spare only 
3 $1, bring it today or mail it to the Red Door, 
; 130 East 66th Street, N.Y. You will receive: 
1. A year’s subscription to the Committee’s new 
publication of information about cancer research 
and treatment,’*The Quarterly Review.” 
2. A supply of labels for your packages. 
_ But treatments must | | 
The remainder of your $1 will be spent for 
™ - the information service, distribution of free 
: be started ty | time ee pamphlets, lectures, exhibits, publicity, etc. 
wae nr en ne nr a ee Use this coupon if convenient —=——— — — — — — — — — — 
of the American Society for the Control of Cancer - 130 East 66th Street, New York 
I enclose $1 for the purposes specified in your announcement. 
Name 
Address sa 
If not a resident of New York City, write for information to the American Society 
i for the Control of Cancer, 1250 Sixth Avenue, New York 
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Answers to Inquiries 
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from the shipbuilding activities of 
its subsidiary, Sun Shipbuilding & 
Drydock Co. The latter earned net 
of $1,176,192 last year and has on its 
books orders totaling nearly $49,- 
000,000, sufficient for capacity op- 
erations well into 1940. Sun Oil also 
owns a 30% interest in the Houdry 
Process of oil refining which is be- 
lieved to possess substantial poten- 
tial profit possibilities. At current 
levels, the stock returns but a nomi- 
nal yield on the $1 annual dividend 
rate, but possesses interesting long 
range appreciation prospects and re- 
tention on that basis is counselled. 


Maracaibo Oil Exploration Corp. 


Interested in a low priced stock for mar- 
ket appreciation, I bought 200 shares of 
Maracaibo Oil at 5°4 two years ago. Does 
the outlook for the oil industry indicate in- 
creased royalties for this company from its 
widely leased properties? Knowing my ob- 
jective, would you advise retention of this 
stock?—A. R., Topeka, Kansas. 


Maracaibo Oil Exploration Corp. 
owns and leases, on a royalty basis, 
oil lands in Venezuela and United 
States. The company’s interests are 
at present principally confined to 
this country. During 1938, the one- 
third interest in 10,500 acres of non- 
producing concessions in Venezuela 
was transferred to a subsidiary of 
Standard Oil of New Jersey in ex- 
change for a 2% royalty interest 
and in the same country 1,250 acres 
of concessions were abandoned for 
geological reasons. These changes 
will result in savings of about $4,000 
annually. Venezuelan investments 
now represent only royalty interests 
in 47,000 acres under concessions to 
subsidiaries of Gulf Oil Corp. and 
Standard Oil Co. of New Jersey. 
United States interests comprise 
2,171 acres of royalty land of which 
298 are producing and 4,272 lease- 
hold acres of which 87 are produc- 
ing. Most of the foregoing acreage 
is located in Texas. Operating in- 
come for 1938 was $34,779 as against 
$34,204 in 1937. Heavy charge-offs, 
however, in 1938 for abandonments 
and write-downs of Venezuelan 


properties resulted in a net loss of 
$37,823 as against net loss of $6,943 
in the previous year; on a per share 
basis this would be equal to a deficit 
of 11 cents and 2 cents, respectively, 
on each of the 330,000 shares of capi- 
tal stock outstanding. Finances 
were strong at the close of 1938, 
cash alone amounting to $121,749 
as compared with total current lia- 
bilities of less than $2,000. Pros- 
pects for 1939 are somewhat more 
favorable. Deductions for property 
abandonments and write-downs are 
not likely to be as heavy. Domes- 
tic production of the company has 
been enlarged and although prora- 
tion measures may affect royalty in- 
come over the near term, indications 
are that some increase will be ex- 
perienced later when the heavy con- 
suming season gets fully underway. 
Crude prices, too, have shown firm- 
ing tendencies and give promise of 
betterment. In view of the nature 
of the business, the stock of Mara- 
caibo is highly speculative, but con- 
sidering the price of the shares and 
the more favorable outlook, reten- 
tion might be exercised. 


Interlake Iron Corp. 


Hlas the pick-up in steel production been 
reflected in increased activity for Interlake 
Tron? Do you think the company is likely 
to operate in the black this year with resump- 
tion of the upturn in general industry? 1 
have 150 shares at 23% and would like your 
advice as to what action to take now—P. R. 


B.. Brooklyn, N.Y. 


Interlake Iron’s 1938 annual re- 
port revealed net loss of $1,021,655, 
equal to a deficit of 50 cents per 
share on the 2,000,000 shares of capi- 
tal stock outstanding. This com- 
pares unfavorably with a profit of 
$1.20 a share in 1937. Demand for 
merchant pig-iron last year declined 
substantially as reflected in the drop 
in net sales of Interlake to $11,345,- 
633 from $25,528,878 a year earlier. 
Earnings were also affected by ad- 
verse weather conditions during the 
Winter months which resulted in 
much reduced coke and gas sales. 
Coke is sold to foundries and for 
house-heating purposes while the 
by-product gas is sold to local utili- 
ties under long-term contract. Mer- 
chant pig-iron, the principal income 
producer, is subject to considerable 
fluctuation in demand and as a rule 
tends to lag somewhat behind gen- 


eral business trends. Since vok 
ume is erratic and lowest costs arg 
obtained only with continuous ops 
eration, keen competitive condi 
tions result in narrow profit mars 
gins. Profitable disposal of coke 
and its by-products is a requisite for 
low coke costs, and is made difficult 
due to the fact that production oftey 
outstrips demand. Therefore, des 
spite the fact that Interlake prow 
duces its chief raw materials, profit- 
able operations can only be obtained 
when volume is high and sustained, 
Nevertheless, the present outlook is 
not discouraging. The company’s 
business is improving and pig-iron 
prices are at levels which would pers 
mit satisfactory profits, given a good) 
rise in volume. Financial position 
at the close of last year was satis- 
factory, cash alone of $890,949 com- 
paring well with total current lia- 
bilities of $1,508,410. Inventories at} 
the year-end were moderately higher 
than a year previous. While the 
stock does not possess outstanding 
attraction, we feel it is worthy of re- 
tention on a temporary speculative 
basis. 


U. S. Hoffman Machinery Corp. 


Do your security analysts anticipate higher 
levels for U. S. Hoffman Machinery this 
year? Having 150 shares purchased at 
161%, I would like to know whether you ree- 
ommend retention?—W. C., Cincinnati, Ohio. 


With a decline of nearly 33% in 
net sales last year, U. S. Hoffman 
Machinery was unable to operate on 
a profitable basis, net loss for the 
year amounting to $272,271 equal to 
a deficit of $1.59 per common share 
as compared with net income equiv- 
alent to $1.87 per share in the pre- 
ceding year. Apparently, the com- 
pany last year was unable to reduce 
expenses commensurate with the de- 
cline in sales while higher charges 
for depreciation and interest and 
foreign exchange losses also contrib- 
uted to the unfavorable results. The 
year-end balance sheet showed a re- 
duction in working capital, but on 
the whole the financial condition 
was satisfactory and in some respect 
improved over that at the close of 
1937. Cash position was strength- 
ened, installment receivables and in- 
ventories were lower and bank loans 
declined by $650,000. The stock 
would appear to be worth holding 
in view of these factors. 
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